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THE  PRESIDENT'S  HEALTH  CARE  REFORM 
PROPOSALS 


TUESDAY,  SEPTEMBER  28,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met,  pursuant  to  call,  at  10  a.m.,  in  room  1100, 
Longworth  House  Office  Building,  Hon.  Dan  Rostenkowski  (chair- 
man of  the  committee)  presiding. 

[The  press  releases  announcing  the  hearings  follow:! 


(1) 


FOR  IMMEDIATE  RELEASE  PRESS  RELEASE  #12 

THURSDAY,  SEPTEMBER  23,  1993        COXUVirZK   OH  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LOHGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.  20515 
TELEPHONE:   (202)  225-3625 

THE  HONORABLE  DAN  ROSTENKOWSKI  (D. ,  ILL.),  CHAIRMAN, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  HEARINGS  ON 

THE  PRESIDENT'S  HEALTH  CARE  REFORM  PROPOSALS 


The  Honorable  Dan  Rostenkowski  (D. ,  111.),  Chairman,  Committee 
on  Ways  and  Means,  U.S.  House  of  Representatives,  today  announced 
that  full  Committee  heeurings  on  the  President's  health  care  reform 
proposals  will  begin  on  Tuesday,  September  28,  1993,  at  9:00  a.m., 
in  the  main  Committee  hearing  room,  1100  Longworth  House  Office 
Building. 

The  Committee  will  receive  testimony  from  the  First  Lady, 
Hillary  Rodham  Clinton. 

The  full  Committee  hearings  will  continue  with  testimony  from 
the  Secretary  of  Health  and  Human  Services,  the  Honorable 
Donna  E.  Shalala,  at  a  time  and  date  to  be  announced  in  a  subsequent 
press  release. 

The  Subcommittee  on  Health  will  continue  these  hearings  to 
receive  testimony  from  invited  and  public  witnesses. 


*  *  *  CHANGE  IM  TIME  *  *  * 


FOR  IMMEDIATE  RELEASE 
MONDAY,  SEPTEMBER  27,  1993 


PRESS  RELEASE  #12 -REVISED 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LON6WORTH  HOUSE  OFFICE  BLD6. 
WASHINGTON,  D.C.  20515 
TELEPHONE;   (202)  225-3625 


THE  HONORABLE  DAN  ROSTENKOWSKI  (D. ,  ILL.),  CHAIRMAN, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  CHANGE  IN  TIME  FOR  THE  HEARING  ON 

THE  PRESIDENT'S  HEALTH  CARE  REFORM  PROPOSALS 


The  Honorable  Dan  Rostenkowski  (D. ,  Ill.)f  Chairman,  Committee 
on  Ways  and  Means,  U.S.  House  of  Representatives,  today  announced 
that  the  full  Committee  hearing  on  the  President's  health  care 
reform  proposals  scheduled  for  Tuesday,  September  28,  1993,  at 
9:00  a.m.,  in  the  main  Committee  hearing  room,  1100  Longworth  House 
Office  Building,  has  been  rescheduled  to  begin  at  10:00  a.m. 
(See  press  release  #12,  dated  September  23,  1993.) 

All  other  details  regarding  this  hearing  remain  the  same. 


FOR  IMMEDIATE  RELEASE  PRESS  RELEASE  #13 

FRIDAY,  SEPTEMBER  24,  1993  COMMITTEE  OH  WAYS  AND  MEANS 

U.S.  HODSE  OF  REPRESENTATIVES 
1102  LON6WORTH  HODSE  OFFICE  BLDG. 
WASHINGTON,  D.C.  20515 
TELEPHONE:   (202)  225-3625 

THE  HONORABLE  DAN  ROSTENKOWSKI  (D.,  ILL.),  CHAIRMAN, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  H008E  OF  REPRESENTATIVES, 

ANNOUNCES  DATE  AND  TIME  FOR  A  HEARING  ON 

THE  PRESIDENT'S  HEALTH  CARE  REFORM  PROPOSALS 


The  Honorable  Dan  Rostenkows)ci  (D. ,  Ill.)»  Chairman,  Committee 
on  Ways  and  Means,  U.S.  House  of  Representatives,  today  announced 
that  a  full  Committee  hearing  on  the  President's  health  ceire  reform 
proposals  will  be  held  on  Tuesday,  October  5,  1993,  in  the  main 
Committee  hearing  room,  1100  Longworth  House  Office  Building, 
beginning  at  10:00  a.m.   This  hearing  was  previously  announced  in 
Committee  on  Ways  and  Means  press  release  #12 ,  dated 
September  23,  1993. 

The  Committee  will  receive  testimony  from  the  Secretary  of 
Health  and  Human  Services,  the  Honorable  Donna  E.  Shalala. 

The  Subcommittee  on  Health  will  continue  these  hearings  to 
receive  testimony  from  invited  and  public  witnesses. 

***** 


•  *  *  CHANGE  IN  TIMS  *  *  * 


FOR  IMMEDIATE  RELEASE 
TUESDAY,  SEPTEMBER  28, 


1993 


PRESS  RELEASE  #13-REVISED 
COMMITTEE  OM  WAYS  AMD  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.  20515 
TELEPHONE:   (202)  225-3625 


THE  HONORABLE  DAN  ROSTENXOWSKI  (D. ,  ILL.),  CHAIRMAN, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  CHANGE  IN  TIME  FOR  THE  HEARING  ON 

THE  PRESIDENT'S  HEALTH  CARE  REFORM  PROPOSALS 


The  Honorable  Dan  Rostenkowski  (D. ,  Ill.)»  Chairman,  Conmittee 
on  Ways  and  Means,  U.S.  House  of  Representatives,  today  announced 
that  the  full  Committee  hearing  on  the  President's  health  care 
reform  proposals  scheduled  for  Tuesday,  October  5,  1993,  at 
10:00  a.m.,  in  the  main  Committee  hearing  room,  1100  Longworth  House 
Office  Building,  has  been  rescheduled  to  begin  at  1:00  p.m. 
(See  press  release  #13,  dated  September  24,  1993.) 

All  other  details  regarding  this  hearing  remain  the  same. 


CHANGE    III   TIMB    *    *    * 


FOR  IMMEDIATE  RELEASE 
THURSDAY,  SEPTEMBER  30,  1993 


PRESS  RELEASE  #13-REVISED 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLD6. 
WASHINGTON,  D.C.  20S15 
TELEPHONE:   (202)  225-3625 


THE  HONORABLE  DAN  ROSTENKOWSKI  (D. ,  ILL.),  CHAIRMAN, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  CHANGE  IN  TIME  FOR  THE  HEARING  ON 

THE  PRESIDENT'S  HEALTH  CARE  REFORM  PROPOSALS 


The  Honorable  Dan  Rostenkowski  (D.,  111.),  Chairman,  Conunittee 
on  Ways  and  Means,  U.S.  House  of  Representatives,  today  announced 
that  the  full  Committee  hearing  on  the  President's  health  care 
reform  proposals  scheduled  for  Tuesday,  October  5,  1993,  at 
1:00  p.m.,  in  the  main  Committee  hearing  room,  1100  Longworth  House 
Office  Building,  has  been  rescheduled  to  begin  at  2:00  p.m. 
(See  press  release  #13,  dated  September  24,  1993,  and  press 
release  #13-revised,  dated  September  28,  1993.) 

All  other  details  regarding  this  hearing  remain  the  seune. 


Chairman  Rostenkowski,  The  committee  will  come  to  order. 
Mrs.  Clinton,  I  want  to  compliment  you.  I  hope  that  you  set  the 
pace  for  the  rest  of  the  Cabinet  when  they  testify  before  our  com- 
mittee. It  is  very  unusual  that  a  witness  comes  in  early  to  testify. 

Today  the  committee  embarks  upon  an  historic  mission  to  assure 
health  security  for  all  Americans.  Tragically,  far  too  many 
Americans  are  afraid  to  seek  the  care  they  need  because  they  can  t 
afford  it.  Without  health  insurance,  any  encounter  with  the  health 
care  system  presents  a  devastating  financial  burden  to  most  Amer- 
ican families. 

Last  Wednesday,  our  President  outlined  six  simple  basic  objec- 
tives for  the  reform  of  our  health  care  system.  They  are  security, 
savings,  quality,  simplification,  choice,  and  responsibility.  The 
President  then  challenged  the  Congress  to  enact  reform  legislation 
that  achieves  these  goals. 

Today,  I  pledge  that  I  will  commit  all  of  my  energy  and  resources 
to  meet  this  challenge,  to  enact  health  care  reform  legislation  be- 
fore this  Congress  adjourns  next  year.  Many  are  skeptical— 4Dut  it 
can  and  must  be  done.  It  would  be  a  tragedy  for  this  country  not 
to  fail  in  this  endeavor.  It  is  appropriate  that  we  begin  an  historic 
task  with  an  historic  event  for  this  committee. 

Today,  it  is  my  extreme  pleasure  and  honor  to  welcome  to  the 
committee  the  First  Lady,  Hillary  Rodham  Clinton.  This  is  the  first 
time  that  a  First  Lady  has  testified  before  the  House  of  Represent- 
atives' oldest  standing  committee. 

Mrs.  Clinton,  you  have  developed  a  very  significant,  comprehen- 
sive proposal.  You  and  your  staff  are  to  be  congratulated. 

At  the  same  time,  you  and  I  are  both  aware  that  many  Members 
of  Congress  and  many  Americans  have  honest  concerns  about  the 
plan  you  have  developed.  These  concerns  must  be  addressed  during 
the  legislative  process. 

As  just  one  example,  I  have  concerns  about  how  your  plan  will 
affect  the  many  small  employers  in  my  district.  We  must  assure 
that  health  care  reform  does  not  impose  an  unfair  or  crippling  bur- 
den on  struggling  small  employers,  while  recognizing  that  many 
small  employers  can  and  should  meet  their  obligations  to  help  their 
employees  pay  for  health  insurance. 

This  and  other  issues  will  have  to  be  carefully  analyzed  and  solu- 
tions developed.  We  expect  to  work  closely  with  you  as  we  go 
through  this  process. 

Before  you  testify,  I  will  ask  Congressman  Bill  Archer  to  make 
a  short  opening  statement  to  be  followed  by  short  statements  by 
Congressmen  Pete  Stark  and  Bill  Thomas,  Chairman  and  Ranking 
Minority  Member  of  the  Health  Subcommittee. 

Mr.  Archer. 

Mr.  Archer.  Thank  you,  Mr.  Chairman,  and  welcome  to  the  com- 
mittee, Mrs.  Clinton.  I  join  Chairman  Rostenkowski  in  a  sincere 
welcome.  Yours  has  been  a  unique  role  in  shaping  the  administra- 
tion's national  health  care  proposal  and  your  appearance  today  is 
certainly  unique  in  the  history  of  this  committee. 

I  am  glad  we  can  now  begin  to  explore  the  details  of  the 
Presidents  proposal.  Thanks  for  being  with  us  as  we  start  this 
process.  No  other  issue  touches  the  lives  of  each  and  every  Amer- 
ican so  personally  and  so  directly. 
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Clearly  the  current  system  has  problems  that  need  to  be  ad- 
dressed, and  we  all  agree  on  that. 

We  must  provide  for  security  of  health  care  coverage — ^protecting 
those  who  change  jobs  or  have  a  preexisting  condition.  We  need  to 
reduce  the  growth  of  health  care  costs  and  simplify  the  system.  We 
need  to  ensure  that  individuals  take  greater  responsibility  for  their 
own  health  care  decisions.  Above  all,  we  must  maintain  the  quality 
of  care  and  guarantee  Americans  the  right  to  choose  their  own  doc- 
tors and  health  plans  because  sometimes  you  don't  know  the  bene- 
fits you  have  until  you  lose  them. 

There  are  fundamental  disagreements,  however,  on  how  we 
achieve  these  worthy  goals,  and  this  is  the  room  in  which  many  of 
those  decisions  will  be  made.  It  is  fitting  that  we  begin  the  process 
rid^it  here. 

There  are  a  number  of  reform  proposals  on  the  table,  as  you 
know.  They  take  a  variety  of  approaches.  None  of  the  others  place 
such  reliance  on  overwhelming  new  bureaucracy  as  the  plan  you 
have  laid  before  us.  It  is  very  complex,  as  you  know,  but  although 
you  understand  it  extremely  well,  it  has  never  been  tried  anywhere 
else  in  the  world. 

Our  task  is  to  develop  a  package  with  the  broad  support  and  the 
confidence  of  the  American  people.  I  must  say  I  have  sincere  con- 
cern as  to  whether  massive  government  intervention  arising  from 
dozens  of  new  government  agencies  can  achieve  that  confidence. 

I  was  born  and  raised  in  Texas,  and  I  have  lived  there  all  my 
life.  Today,  however,  I  am  going  to  join  my  colleague,  Mel  Hancock, 
and  adopt  Missouri  as  my  temporary  residence.  Someone  has  to 
show  me  why  we  should  put  the  health  of  our  people  and  our  econ- 
omy at  risk  through  such  an  incredibly  complex  overhaul  of  our 
health  care  system  without  an  empirical  pilot  program  test. 

There  are  10  million  Americans  employed  in  the  health-related 
fields  today.  Nearly  all  their  jobs  would  be  changed  to  some  extent 
under  your  plan,  and  many  would  be  eliminated.  We  don't  yet 
know  how  many  jobs,  particularly  in  small  business,  will  be  lost  as 
a  result  of  the  $275  billion  tax  increase  in  the  recent  budget.  Now 
the  administration  is  talking  about  employer  mandates  and  a  new 
tax  on  sipall  businesses  as  health  care  costs  are  shifted  to  that  job- 
producing  sector  of  our  economy. 

I  personally  am  genuinely  skeptical  about  the  claim  that  the 
President's  plan  will  create  new  jobs  at  all  because  evidence  shows 
it  will  do  just  the  opposite.  Martin  Feldstein  last  week  estimated 
the  President's  plan  will  cause  a  6.4  percent  decline  in  worker 
take-home  pay,  and  a  $115  billion  decline  in  aggregate  wages.  The 
disparity  between  the  administration's  in-house  analysis  and  Dr. 
Feldstein's  is  also  alarming.  We  must  remember,  too,  what  Lyndon 
Johnson  was  told  back  in  the  1960s.  According  to  a  Washington 
Post  article  last  week,  the  Medicare  program  would  only  cost  a  naif 
billion  dollars  when  fully  implemented. 

Health  care  reform  isn't  a  product  to  be  packaged  and  sold  like 
a  toaster  on  the  Home  Shopping  Network.  We  have  got  to  know 
how  it  works,  what  it  will  really  cost  the  Government  and  the  pri- 
vate sector,  and  how  those  costs  are  going  to  be  met.  We  must  also 
be  sure  the  American  people  read  the  warning  labels  with  accurate 
information.  This  is  what  this  committee  is  all  about. 


I  know  that  is  why  you  are  here  today,  not  as  the  First  Lady  per 
se,  but  rather  as  the  lead  architect  of  the  administration's  approach 
to  health  care. 

I  do  believe  this  process  will  ultimately  result  in  changes  to  our 
health  care  system  benefiting  the  American  people,  and  I  intend  to 
do  my  part  to  help  bring  that  about. 

I  commend  you  for  personally  taking  on  what  I  think  is  the  sin- 
gle most  daunting  domestic  problem  facing  this  country  in  the  next 
10  years. 

Chairman  Rostenkowski.  Mr.  Stark. 

Mr.  Stark.  Thank  you,  Mr.  Chairman,  and  good  morning,  Mrs. 
Clinton.  It  is  an  honor  to  join  Chairman  Rostenkowski  and  the 
members  of  the  Ways  and  Means  Committee  to  welcome  you  to  our 
committee  this  morning. 

The  administration  has  put  forward  a  bold  and  comprehensive 
health  plan  which  embraces  the  goal  of  universal  coverage,  cost 
control,  and  a  fair  way  to  pay  for  it.  For  years  we  have  struggled 
to  address  the  problems  of  the  health  care  system  and  only  inter- 
mittent, incremental  and  limited  successes  have  been  ours.  At  long 
last  we  have  a  President  and  a  First  Lady  in  the  White  House  who 
understand  the  need  for  a  comprehensive  solution  and  are  commit- 
ted to  real  reform. 

The  ball  now  comes  to  our  court.  It  is  up  to  us  to  enact  a  plan 
that  will  achieve  the  goals  enunciated  so  well  by  you  and  the  Presi- 
dent. This  will  be  the  most  important  and  far-reaching  challenge 
ever  tackled  by  any  sitting  Member  of  Congress.  The  President's 
plan  includes  many  positive  features  which  I  support  and  will  work 
to  retain  in  the  final  legislation. 

In  particular,  I  support  the  President's  courageous  decision  to 
impose  responsibility  for  financing  on  all  individuals  and  all  em- 
ployers. None  of  this  will  work  unless  we  limit  the  rate  of  growth 
in  public  and  private  health  spending. 

Of  course,  in  a  plan  as  complex  as  has  been  suggested  there  are 
areas  in  which  there  may  be  some  questions  and  doubts.  For  exam- 
ple, I  don't  believe  that  States  should  be  given  the  primary  respon- 
sibility to  enact,  implement,  and  enforce  the  provisions  of  the  na- 
tional plan. 

Our  California  Governor,  for  instance,  the  Honorable  Pete  Wil- 
son, has  already  issued  a  press  release  to  announce  that  the  Presi- 
dent's plan  is  unnecessary,  and  he  will  oppose  it.  So  much  for  his 
concern  for  millions  of  Califomians  with  no  health  insurance.  I 
can't  in  good  conscience  ask  my  constituents  to  put  their  health  se- 
curity in  the  hands  of  a  governor  who  appears  to  have  no  desire 
or  commitment  to  carry  out  President  Clinton's  plan.  We  must 
have  a  definitive  Federal  plan  from  which  any  State  may  opt  out 
if  they  match  or  improve  upon  the  Federal  standards  of  cost,  qual- 
ity, and  coverage. 

I  look  forward  to  continued  cooperation  with  the  administration 
over  the  next  year  to  resolve  the  technical  differences  and  to 
achieve  significant  reforms  in  our  health  care  system.  Thanks  very 
much  for  being  with  us  this  morning. 

Chairman  Rostenkowski.  Mr.  Thomas. 

Mr.  Thomas.  Thank  you,  Mr.  Chairman. 
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Mrs.  Clinton,  I  join  my  colleagues  in  welcoming  you  here  today 
to  discuss  the  Presidents  proposal  for  health  reform.  I  commend 
you  and  the  President  for  undertaking  this  enormous  task.  The 
President's  proposal  for  health  care  reform  has  laudable  goals — 
health  securities  for  all,  controlled  costs,  improved  quality,  less  bu- 
reaucracy and  waste.  These  are  goals  I  think  upon  which  we  can 
all  agree. 

We  could,  I  am  sure,  reach  agreement  quickly  on  several  impor- 
tant aspects  of  the  President's  plan,  including  insurance  market  re- 
form, administrative  simplification,  antitrust,  malpractice  reform, 
and  the  reduction  of  fraud  and  abuse. 

There  are,  however,  several  areas  of  concern  to  me.  First,  I  be- 
lieve the  regional  alliances  as  currently  structured  will  result  in 
micromanagement  of  health  care  plans  and  providers  participating 
in  those  plans.  The  proposal  delegates  a  tremendous  num.ber  of 
functions  to  the  regional  alliance.  I  also  share  the  concern  of  my 
colleague  about  the  governing  board  which  will  not  include  rep- 
resentatives from  the  health  care  community.  This  participation 
will  be  critical  to  the  success  of  any  plan. 

Second,  I  doubt  the  assumed  effectiveness  of  premium  caps  for 
controlling  the  growth  of  health  care  costs.  Furthermore,  I  believe 
this  policy  could  result  in  a  harmful  reduction  in  health  care  qual- 
ity. Third,  this  plan  contains  an  employer  mandate  which  will  like- 
ly compromise  our  economic  recovery. 

Fourth,  I  am  concerned  that  the  plan  relies  too  heavily  on 
Medicare  and  Medicaid  cuts  that  will  likely  be  unattainable.  The 
remaining  financing  elements  are  equally  problematic.  Senator 
Moynihan  called  them  a  fantasy.  Regardless  of  the  nomenclature, 
the  mandatory  premium  payment  will  have  the  net  effect  of  a  pay- 
roll tax. 

Fifth,  I  worry  about  the  plan  requiring  States  to  perform  critical 
responsibilities.  For  some  States  these  tasks  will  be  all  but  impos- 
sible to  meet. 

Sixth,  I  am  troubled  by  the  potential  of  this  proposal  for  stifling 
innovative  new  technologies  and  treatments.  While  each  of  these 
concerns  is  serious,  none  is  insurmountable.  The  American  people 
are  counting  on  us  to  sit  down  and  work  out  our  differences.  I  am 
optimistic  that  we  will  not  disappoint  them.  We  do,  however,  need 
to  be  honest  with  the  American  people  about  what  meaningful  re- 
form will  entail.  We  need  to  be  honest  about  the  financing  of  these 
changes.  No  new  benefits  until  after  real  savings  have  been 
achieved;  no  desserts  before  the  vegetables. 

The  American  people  desire  ana  deserve  a  health  care  delivery 
system  that  will  hold  costs  down  and  keep  quality  high.  Each  of  us 
believes  we  have  the  answer.  All  of  us  need  to  dedicate  ourselves 
to  the  proposition  that  we  will  not  let  the  good  or  the  better  slip 
away  because  it  does  not  meet  our  particular  definition  of  the  best. 
Thank  you  for  putting  health  care  reform  in  the  spotlight.  Together 
we  can  turn  promise  into  a  reality. 

Chairman  RosTENKOWSKl.  Let  me  close  out  the  opening  state- 
ments, Mrs.  Clinton,  by  saying  that  in  my  opinion  we  have  already 
come  an  enormous  distance  in  this  long  journey.  The  President  has 
succeeded  in  changing  the  debate  from  whether  we  should  have  re- 
form to  what  type  of  reform  it  should  be.  He  has  put  a  bold  and 
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comprehensive  plan  before  the  Congress.  Now  it  is  up  to  us  to  re- 
spond with  the  same  sense  of  urgency  and  commitment  which  he 
has  demonstrated.  I  intend  to  do  no  less. 

Mrs.  Clinton,  welcome  to  the  committee.  After  you  have  spoken, 
members  will  be  able  to  ask  questions.  However,  because  you  must 
leave  by  noon,  I  will  ask  the  members  of  the  committee  to  observe 
a  limit  of  one  question  in  order  that  the  question  and  your  response 
will  take  no  longer  than  2  minutes  for  each  member, 

Mrs.  Clinton,  please  proceed  with  your  statement. 

STATEMENT  OF  THE  FIRST  LADY,  HILLARY  RODHAM  CLINTON 

Mrs.  Clinton.  Thank  you,  Mr.  Chairman.  I  want  to  thank  you 
and  all  of  the  members  of  the  committee  for  the  many  hours  of 
meetings  and  consultation,  review  and  good  advice  that  you  have 
provided  us  throughout  this  process.  It  has  been  a  real  personal 
pleasure  for  me  to  get  to  know  many  of  you  personally  and  to  work 
with  you  and  to  watch  all  of  us  move  toward  the  realization  that 
health  care  reform  must  be  achieved  for  the  good  of  our  country. 

During  the  past  months  as  I  have  worked  to  educate  myself 
about  the  healthcare  problems  facing  our  Nation  and  facing  Amer- 
ican citizens,  I  have  learned  a  great  deal.  The  official  reason  I  am 
here  today  is  because  I  have  had  that  responsibility,  but  more  im- 
portantly for  me,  I  am  here  as  a  mother,  a  wife,  a  daughter,  a  sis- 
ter, a  woman.  I  am  here  as  an  American  citizen  concerned  about 
the  health  of  her  family  and  the  health  of  her  Nation. 

Like  so  many  Americans,  I  have  seen  firsthand  the  strengths  of 
our  health  care  system  as  well  as  its  frailties.  I  know  what  it  is 
like  to  be  overwhelmed  with  forms  and  regulations  and  confusing 
medical  choices  when  a  family  member  is  dying.  I  know  the  an- 
guish that  comes  when  it  is  impossible  to  weigh  choices  or  make 
rational  decisions  to  understand  what  the  Government  regulations 
or  the  insurance  fine  print  might  say.  I  know  the  frustrations  that 
are  felt  when  judgments  about  health  care  too  often  seem  divorced 
from  common  sense  and  human  experience.  I  know  from  my  own 
experiences  and  from  the  conversations  I  have  been  privileged  to 
have  with  thousands  of  our  fellow  citizens  across  this  country  that 
something  is  wrong  with  our  health  care  system  and  that  it  needs 
to  be  fixed. 

I  realize  that  we  all  have  our  own  perspectives  on  how  to  solve 
the  health  care  crisis.  Each  of  us  brings  our  own  personal  perspec- 
tive to  this  issue.  Let  me  say,  though,  that  when  the  President  set 
up  the  Health  Care  Task  Force  and  began  this  journey,  he  was 
committed  to  a  simple  principle — to  build  on  what  works  in  our 
current  system  and  to  fix  what  is  broken. 

Throughout  this  process  we  have  not  lost  sight  of  that  goal.  The 
President's  plan  honors  and  preserves  the  high  quality  of  care 
Americans  have  come  to  know:  Our  unparalleled  doctors,  nurses, 
and  other  health  care  professionals,  our  hospitals  and  sophisticated 
technology.  It  also  honors  and  preserves  every  family's  ability  to 
choose  a  doctor  and  other  care  givers.  But  we  must  acknowledge 
that  parts  of  the  system  are  broken  and  if  we  go  on  without 
change,  the  consequences  will  be  even  more  costly  for  millions  of 
Americans  and  even  more  disastrous  for  the  Nation  in  both  human 
and  economic  terms. 
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While  we  do  look  forward  to  the  discussion  on  the  details  of  re- 
form, and  I  am  so  grateful  for  your  willingness  to  engage  in  this 
process  with  the  seriousness  and  commitment  you  bring  to  it,  the 
President  will  insist  on  certain  overriding  principles — security,  sim- 
plicity, choice,  savings,  quality,  and  responsibility.  Each  detail  we 
discuss  should  be  measured  against  how  far  a  resolution  of  that  de- 
tail moves  us  toward  achieving  one  or  more  of  those  principles.  We 
may  disagree  on  the  exact  formula  for  achieving  reform,  but  I  hope 
we  can  and  trust  we  will  agree  on  one  thing  from  the  outset — that 
when  our  work  is  done,  when  the  Congress  has  done  what  only  the 
Congress  can  do  to  bring  all  the  disparate  voices  of  America  into 
these  rooms  to  hammer  out  the  choices  that  confront  us,  every 
American  will  receive  a  health  security  card  guaranteeing  a  com- 
prehensive package  of  benefits  that  can  never  be  taken  away  under 
any  circumstances. 

I  have  listened,  as  you  have,  to  thousands  of  ordinary  Americans 
across  our  country  talk  about  health  care.  I  know  about  the  trage- 
dies of  hard-working  families  and  innocent  children  who  are  locked 
out  of  our  health  care  system  for  all  the  wrong  reasons. 

As  a  mother,  I  can  understand  the  feelings  of  helplessness  that 
must  come  when  a  parent  can't  afford  a  vaccination  or  a  well-child 
exam  or  cannot  pay  for  that  x  ray  or  prescription  for  a  sick  child. 

As  a  wife,  I  can  imagine  the  fear  that  grips  a  couple  whose 
health  insurance  vEinishes  because  of  a  lost  job,  a  layoff  or  an  unex- 
pected illness. 

I  can  see  as  a  sister  th-2  inequities  and  inconsistencies  of  a  health 
care  system  that  offers  widely  varying  coverage  depending  on 
where  a  family  member  lives  or  works,  and  as  a  daughter  I  can  ap- 
preciate the  suffering  that  comes  when  a  parent's  treatment  is  de- 
termined as  much  by  bureaucratic  rules  and  regulations  as  by  a 
doctor's  expertise.  As  a  woman  who  has  spent  many  years  in  the 
work  force  I  can  empathize  with  those  who  labor  for  a  lifetime  and 
still  cannot  be  assured  they  will  always  have  health  coverage. 

If  we  put  ourselves  in  the  position  of  people  around  our  country 
who  face  these  issues  every  day,  if  we  recognize  that  the  upcoming 
debate  is  not  about  any  one  set  of  citizens  but  about  all  of  us,  if 
we  recognize  that  every  single  month  2.25  million  Americans  who 
are  insured  lose  their  insurance  for  some  period  of  time,  then  we 
know  when  we  talk  about  security  it  is  not  about  security  for  some- 
one else,  it  is  about  security  for  all  of  us. 

I  have  had  a  rare  opportunity  to  meet  with  literally  thousands 
of  Americans  across  our  country.  I  have  sat  in  living  rooms  talking 
to  farm  families  in  Iowa.  I  have  sat  on  loading  docks  talking  to  un- 
insured workers  who  worked  in  the  same  place  for  10,  15,  20  years 
without  insurance.  I  have  sat  in  hospital  waiting  rooms  talking  to 
doctors,  nurses,  pharmacists.  I  have  had  a  unique  opportunity  to 
hear  firsthand  about  what  is  right  and  what  is  broken.  I  have  read 
letter  upon  letter  of  the  more  than  700,000  that  we  have  received 
from  citizens  all  over  the  country  who  took  the  time  to  sit  down 
and  share  their  concerns. 

The  President's  plan  is  not  the  product  of  any  one  person's  work 
nor  even  of  the  group  that  he  asked  to  do  it.  It  is  literally  the  prod- 
uct of  the  work  of  thousands  of  people  who  shared  their  ideas,  their 
research,  and  their  personal  experiences  and  time  with  us.  Their 
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overriding  message  to  all  of  us  is  that  Americans  can  no  longer 
wait  for  health  care  reform. 

As  we  sit  here  today,  literally  hundreds  and  hundreds  of  Ameri- 
cans will  lose  their  health  care  insurance.  Hundreds  and  hundreds 
of  families  will  make  a  decision  to  postpone  getting  that  primary 
or  preventive  health  care  because  they  cannot  afford  it.  Thousands 
more  will  show  up  at  the  doors  of  our  emergency  rooms  to  seek 
help  because  it  is  the  only  place  available  to  them. 

Business  owners,  both  large  and  small,  will  be  struggling  with 
insurance  premium  increases  and  trying  to  figure  out  how  to  keep 
doing  the  right  thing  for  themselves  and  their  employees.  The  task 
confronting  us  is  complex,  but  it  is  urgent.  The  American  people 
rightly  are  watching  all  of  us.  They  are  impatient,  but  they  are  also 
hopeful.  They  want  change,  they  expect  change,  they  deserve 
change,  and  they  want  to  see  Grovernment  at  the  highest  levels 
work  for  them.  They  want  to  know  that  we  have  heard  their  sto- 
ries. 

Last  week  the  President  outlined  for  Congress  a  plan  that  will 
provide  health  care  for  every  American,  health  care  that  can  never 
be  taken  away.  As  the  President  said  and  as  he  believes,  this  is  not 
a  partisan  issue,  it  is  not  an  ideological  battle,  it  is  a  problem  to 
be  solved  that  affects  all  of  us,  and  if  all  of  us  put  it  beyond  politics 
as  usual,  open  ourselves  up  to  look  at  whatever  evidence  comes  our 
way  to  scrutinize  that  and  to  analyze  it,  we  will  respond  to  the 
needs  the  American  public  have.  I  know  that  you  on  this  committee 
share  these  goals. 

As  stewards  of  the  public  trust  this  is  your  responsibility,  and  I 
am  looking  forward  over  the  next  weeks  and  months  to  not  only 
working  with  you,  but  to  watching  you  crafl  the  most  important  so- 
cial policy  that  our  Nation  will  have  confronted  in  many  decades. 
This  is  the  chance  for  the  Congress.  This  is  the  chance  for  all  of 
us  to  make  a  difference  for  every  American  no  matter  how  rich  or 
how  poor,  whether  employed  or  not,  whether  living  in  the  country 
or  the  city.  This  is  a  chance  to  make  a  statement  that  we  know 
what  is  important  in  our  country  and  we  are  about  the  business 
of  getting  it  done.  Thank  you  very  much. 

Chairman  Rostenkowski.  Thank  you,  Mrs.  Clinton.  I  want  to 
underscore  the  fact  that  I  am  going  to  try  to  limit  the  questions 
to  one  question  and  an  answer,  to  the  2-minute  frame  period. 

Mrs.  Clinton,  last  week  at  the  White  House  when  we  met  the 
President  made  the  observation  that  he  would  have  a  bill  to  submit 
to  the  Congress  in  the  next  2  or  3  weeks.  Is  that  still  the  same 
time  frame? 

Mrs.  Clinton.  That  is  what  we  are  trying  to  accomplish,  Mr. 
Chairman. 

Chairman  Rostenkowski.  Thank  you  very  much. 

Mr.  Gibbons  will  inquire. 

Mr.  Gibbons.  First  of  all,  Mrs.  Clinton,  a  very  fine  presentation. 
I  believe  that  the  system  put  forward  by  the  President  satisfies  the 
security  problems  of  health  security.  It  satisfies  the  quality  of 
choices  that  are  provided  for  individuals.  I  am  concerned  that  as 
a  Nation  we  are  spending  14  percent  of  our  gross  domestic  product 
for  health  care,  which  doesn't  measure  up  very  well  with  the  other 
industrial  competitors  we  have  out  there  in  the  world. 
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What  I  want  to  hear  from  you  is  how  do  we  expect  to  achieve 
national  savings  in  this  program. 

Mrs.  Clinton.  Mr.  Gibbons,  let  me  begin  by  asking  the  Chair- 
man if  I  could  have  more  than  a  minute  to  respond  to  that.  Not 
only  is  that  a  critical  issue  for  the  country  to  understand  and  work 
over,  but  it  is  the  key  issue  for  this  committee,  whose  responsibility 
extends  to  matters  of  financing  and  revenues. 

Let  me  begin  by  saying  that  the  primary  source  of  payment  for 
the  health  care  system  will  remain  as  it  currently  is — employers 
and  employees  contributing  to  their  own  health  care,  and  I  think 
it  is  important  to  stress  that  there  will  be  additional  revenues  com- 
ing from  employers  and  employees  who  do  not  now  make  contribu- 
tions into  any  kind  of  health  insurance  plan. 

We  have  adopted  this  approach  because  we  believe  it  builds  on 
what  is  already  available  for  most  Americans.  More  than  90  per- 
cent of  Americans  who  are  insured  are  insured  through  their  em- 
ployment, and  rather  than  creating  any  new  system  we  have  built 
on  that  system.  However,  we  are  also  very  sensitive  to  the  fact  that 
many  businesses  and  individuals  will  face  some  burdens  that  they 
have  never  had  before.  That  is  why  we  intend  to  provide  discounts 
for  lower  wage  employees  and  small  businesses  and  for  businesses 
with  low  wage  employees  so  that  we  can  keep  the  cost  of  health 
care  that  will  be  required  to  as  low  an  amount  as  possible. 

Now,  in  order  to  achieve  that,  we  believe  there  are  savings  in 
both  the  private  and  the  public  systems  that  can  be  realized  and 
better  used,  and  let  me  just  give  you  one  example  of  that.  Cur- 
rently because  we  have  so  many  uninsured  Americans  who  do  show 
up  at  the  emergency  room  to  achieve  care  at  the  last  possible  mo- 
ment, we- provide,  as  you  well  know  on  this  committee,  something 
that  is  called  disproportionate  payments  to  hospitals  that  have  a 
disproportionate  burden  of  individuals  who  are  neither  privately 
nor  publicly  insured.  Once  everyone  is  insured,  we  will  no  longer 
have  to  be  spending  those  Federal  dollars  to  reimburse  hospitals 
that  will  now  be  able  to  obtain  reimbursement  through  the  insur- 
ance that  evervone  will  be  required  to  have.  That  money  then  can 
be  used  to  help  provide  the  kind  of  support  and  subsidy  for  low 
wage  workers  and  their  employers  that  will  enable  everyone  to  be 
in  the  system,  so  we  think  that  it  is  these  kinds  of  reallocations 
within  the  system  that  will  make  a  difference,  and  we  could  go  on, 
but  my  red  light  is  on,  Mr.  Gibbons. 

Chairman  Rostenkowski.  Mr.  Archer. 

Mr.  Archer.  Thank  you,  Mr.  Chairman.  It  is  pretty  hard  to  get 
into  this  health  care  thing  in  10-second  sound  bites. 

I  agree  with  you,  Mrs.  Clinton,  that  we  need  to  do  something 
now  to  solve  some  of  the  real  problems  for  coverage,  preexisting 
conditions  and  portability. 

Can  you  tell  the  committee  what  the  timetable  is  for  the  imple- 
mentation of  your  program?  I  understand  the  first  State  will  not 
be  required  to  come  on  board  until  1996.  Is  that  correct?  And  if  so, 
when  would  your  program  be  fully  implemented  nationally? 

Mrs.  Clinton.  Well,  Mr.  Archer,  it  will  depend,  of  course,  as  to 
when  the  legislation  is  passed  and  becomes  law.  Assuming  that  we 
are  able  to  do  that  before  the  end  of  this  Congress,  next  year,  we 
do  believe  that  having  2  years  to  set  up  the  system  while  we  have 
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some  transition  reforms,  including  some  of  the  insurance  market 
reforms  you  talked  about,  would  enable  States  to  start  meeting 
their  obligations  starting  in  1997. 

Some  States,  as  Mr.  Stark  pointed  out,  are  more  willing  and  also 
more  ready  to  meet  those  obligations,  and  we  expect  they  would  be 
coming  into  the  system  before  others.  We  would  like,  however,  to 
have  all  the  States  in  by  the  end  of  1997,  1998,  somewhere  in  that 
area.  We  will  look  at  those  years,  though,  and  the  phasein,  depend- 
ing on  what  the  final  legislation  looks  like,  but  we  are  firmly  com- 
mitted to  the  belief  that  the  sooner  we  can  achieve  universal  cov- 
erage, the  better  our  system  will  function  both  in  terms  of  the  sav- 
ings we  can  derive  from  it  and  the  overall  economic  impact  at  both 
the  Federal  and  State  budgetary  levels. 

Mr.  Archer.  Thank  you. 

Chairman  Rostenkowski.  Mr.  Pickle. 

Mr.  Pickle.  Thank  you,  Mr.  Chairman.  Mrs.  Clinton,  we  are 
proud  to  have  you  here  today  and  proud  of  vour  leadership.  Now, 
I  am  deeply  concerned  about  the  effect  the  plan  will  have  on  small 
business  and  about  how  we  will  pay  for  it,  but  I  think  that  is  going 
to  be  a  common  denominator  throughout  this  whole  hearing,  so  I 
want  to  jump  ahead  and  ask  you  a  question  down  the  line  about 
the  alliances  where  under  the  State  program,  if  you  are  under 
5,000  employees,  they  will  all  pool  their  resources. 

Now,  in  my  aistrict  many  of  my  employers  are  using  a  third- 
party  administrator.  They  contend  strongly  that  they  save  30  to  40 
percent.  They  are  lean,  they  are  mean,  and  they  are  local,  yet  your 
plan  would  say  anything  under  that  level  of  5,000  would  be  done 
away  with. 

Now,  they  are  doin^  locally  exactly  what  you  want  to  do  nation- 
ally. It  seems  to  me  it  is  not  enough  to  say  we  pool  it,  they  can 
do  it  cheaper,  we  ought  to  have  an  alternative,  so  I  am  speaking 
now  for  the  third-party  administrators,  why  don't  we  have  a  choice, 
an  alternative? 

Mrs.  Clinton.  Mr.  Pickle,  there  will  be  roles  for  third-party  ad- 
ministrators in  the  new  system.  Their  roles,  though,  will  be  at- 
tached to  the  accountable  health  plans.  What  they  will  be  doing  is 
working  with  accountable  health  plans,  the  providers,  those  who 
are  actually  delivering  the  services  to  make  sure  that  the  services 
required  to  be  delivered  are  done  so  in  the  most  cost-effective  way 
because  you  are  right,  what  third-party  administrators  have  been 
able  to  do  is  to  serve  as  kind  of  an  intermediary  between  the  pur- 
chaser of  insurance  and  the  provider  of  services. 

What  we  would  like  to  do  is  to  see  their  expertise  located  in  the 
accountable  health  plan  arena  where  they  can  continue  to  help  the 
providers  work  to  get  their  costs  as  low  as  possible  to  be  efficient. 

Mr.  Pickle.  Mrs.  Clinton,  I  don't  see  anywhere  in  the  proposed 
plan  a  specific  provision  where  the  third-party  administrators  can 
operate  along  the  line  you  say.  I  hope  we  can  make  that  clear  be- 
cause to  me  they  are  making  real  savings  and  we  ought  not  do 
away  with  that  choice  if  it  is  a  practical  approach  to  take.  I  thank 
you. 

Mrs.  Clinton.  Thank  you. 

Chairman  Rostenkowski.  Mr.  Rangel. 

Mr.  Rangel.  Thank  you,  Mr.  Chairman, 
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Madam  First  Lady,  if  I  had  more  than  2  minutes  I  would  spend 
more  time  congratulating  you  and  the  President  for  having  brought 
this  issue  to  where  it  is  today.  I  think  what  we  are  saying  in  the 
Congress  is  that  the  Nation  knows  we  have  to  do  something.  We 
have  never  got  to  this  advanced  stage  before. 

Now,  the  question  is  how  do  we  do  it,  how  do  we  pay  for  it,  and 
how  do  we  reach  a  consensus?  I  am  concerned  about  the  impact  on 
medically  underserved  communities,  as  well  as  what  we  call  just 
disaster  communities.  The  illnesses  that  are  related  to  poverty, 
drug  and  alcohol  abuse  would  not  even  allow  us  to  be  considered 
to  be  entering  any  risk  pool. 

In  addition  to  that,  my  State,  and  the  question  I  am  asking  now, 
suffers  an  inequity  in  the  distribution  of  Medicaid  funds.  It  is 
a  50/50  split  where  some  States  get  up  to  75  percent  reimburse- 
ment, and  there  is  hardly  a  relationship  between  the  cost  of  our 
care  and  the  income  of  our  people  on  poverty  lines.  In  this  plan 
have  you  considered  a  more  equitable  split  between  the  Federal 
share  and  the  State  share? 

Mrs.  Clinton.  Well,  Mr.  Rangel,  let  me  just  quickly  respond  to 
your  first  point  about  underserved  communities,  because  it  is  relat- 
ed to  the  share  that  would  be  required  for  Medicaid.  We  share  your 
concern,  and  that  is  why  we  want  to  have  large  pools  in  which  all 
risks  are  rated  at  the  same  community  level.  And  you  do  not  there- 
fore eliminate,  whether  it  is  an  individual  with  a  preexisting  condi- 
tion or  a  population  area  with  a  concentration  of  medical  problems, 
from  coverage. 

We  think  by  pooling  all  people  in  these  large  risk  pools,  which 
is  the  way  insurance  used  to  be  done,  where  we  were  community 
rated  instead  of  experience  rated,  we  will  fairly  bring  in  people 
who,  up  until  now,  have  been  denied  insurance  or  rejected  for  it, 
and  I  think  that  will  be  particularly  beneficial  in  underserved 
urban  and  rural  areas  which  have  a  disproportionately  high  num- 
ber of  uninsured  people,  because  even  in  your  district,  Mr.  Rangel, 
there  are  many,  many  hard-working  people  who  cannot  get  insur- 
ance. They  are  not  privately  insured  and  they  are  not  publicly  in- 
sured. They  will  all  have  insurance  streams  now  that  will  go  with 
them  which  will  enable  them  to  be  better  taken  care  of. 

As  we  fold  in  the  Medicaid  system,  we  will  not  be  distinguishing 
any  longer  between  Medicaid  recipients  and  others.  The  Medicaid 
stream  will  follow  the  Medicaid  recipients  into  the  overall  alliance, 
but  they  will  not  be  identified  as  a  Medicaid  recipient,  and  because 
they  will  no  longer  be  in  what  is  an  ancillary  health  program  only 
for  those  who  are  means  tested  and  eligible,  they  will  have  the  ben- 
efits that  will  flow  to  all  Americans,  and  we  think  that  will  elimi- 
nate some  of  the  problems  we  have  had  in  the  past  about  States 
having  to  pay  a  certain  percentage  and  the  like,  because  we  will 
bring  more  resources  into  the  entire  insurance  covered  pool. 

Mr,  Rangel.  Will  the  formula  change  at  all? 

Mrs.  Clinton.  For  the  initial  period  we  are  looking  at  a  mainte- 
nance of  effort,  but  we  think  that  that  can  be  made  to  work  be- 
cause of  the  new  funding  that  will  come  in  through  the  public 
health  system,  through  identifying  providers  as  essential  providers 
and  having  them  part  of  the  network  of  care.  I  would  be  glad  to 
put  that  into  more  detail  for  you. 
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Mr.  Rangel.  Thank  you. 

[The  following  was  subsequently  received:] 

State  spending  will  be  based  on  historical  spending  patterns  and  existing  match- 
ing formulas  in  the  short  term.  However,  the  Health  Security  Act  will  create  an  Ad- 
visory Commission  on  Regional  Variations  in  Health  Expenditures,  which  will  rec- 
ommend methods  for  eliminating  variations  in  health  spending  by  2002.  These  rec- 
ommendations will  be  submitted  to  the  National  Health  Board,  and  then  to  Con- 
gress for  legislative  action. 

The  Health  Security  Act  charges  the  Advisory  Commission  with  examining  re- 
gional variations  in:  (1)  Federal  and  State  premium  payments  and  flnancing  for 
wrap-around  services  on  behalf  of  cash  recipients;  and  (2)  State  maintenance-of- 
effort  pajrments  on  behalf  of  noncash  recipients.  The  Commission  will  be  required 
to  consider  ways  to  eliminate  variations  due  to  practice  patterns  and  variations  due 
to  historical  differences  in  provider  reimbursement  and  the  amount,  duration  and 
scope  of  covered  Medicaid  benefits  in  different  States. 

Chairman  RosTE^fKOWSKI.  Mr.  Thomas. 

Mr.  Thomas.  Thank  you,  Mr.  Chairman.  The  President's  plan  not 
only  changes  the  health  care  system,  but  envisions  a  $91  billion 
deficit  in  me  reduction  as  well.  It  is  clear  this  plan  could  shift  fi*om 
a  deficit  reducer  to  a  deficit  increaser  in  the  twinkling  of  an  eye 
if  Congress  approves  benefit  increases  in  the  plan,  but  doesn't  ap- 
prove the  Medicare  and  Medicaid  reductions. 

Can  you  join  me  today  in  promising  the  American  people  that  no 
new  benefits  will  be  adopted  and  implemented  until  real  and  suffi- 
cient banked  savings  have  been  achieved? 

Mrs.  Clinton.  We  think,  Mr.  Thomas,  the  savings  go  hand  in 
hand  with  the  benefits.  Under  the  President's  plan  the  reduction 
in  the  rate  of  increase  in  Medicare  and  Medicaid  would  be  used  in 
part  to  fund  new  benefits;  namely,  prescription  drugs  for  the  elder- 
ly and  a  beginning  on  a  long-term  care  proposal.  They  go  hand  in 
hand. 

One  doesn't  proceed  or  follow  the  other,  but  clearly  in  answer  to 
your  question  if  we  did  not  have  the  reduction  in  the  rate  of  in- 
crease in  the  public  programs,  we  could  not  offer  those  benefits, 
and  I  would  only  add  one  additional  point.  As  we  reduce  the  rate 
of  increase  in  the  public  programs  of  Medicare  and  Medicaid,  we 
have  to  have  some  means  to  try  to  restrain  the  growth  in  the  pri- 
vate sector,  otherwise  we  will  merely  have  cost  shifting,  so  eitner 
savings  in  the  absence  of  some  effort  to  control  in  the  private  sector 
or  no  savings  and  new  benefits  would  not  work  under  our  plan. 

Mr.  Thomas.  If  we  vote  the  benefits  and  don't  vote  the  reduc- 
tions, we  will  have  failed? 

Mrs.  Clinton.  Unless  you  have  another  revenue  source,  Mr. 
Thomas.  But  you  are  right,  if  we  do  not  bring  down  the  rate  of  in- 
crease and  vote  the  benefits,  our  plan  would  not  be  able  to  support 
that. 

Mr.  Thomas.  If  we  do  it  in  that  order,  I  am  with  you. 

Chairman  Rostenkowski.  Mr.  Stark  will  inquire. 

Mr.  Stark.  Thank  you,  Mr.  Chairman.  Mrs.  Clinton,  our  commit- 
tee and  the  Health  Subcommittee  are  very  proud  of  the  success  of 
the  Medicare  Program.  It  is  popular,  it  has  an  overhead  of  only  3 
cents  on  the  dollar,  and  it  leads  the  Nation  in  reducing  the  burden 
on  the  providers  through  the  use  of  electronic  billing.  It  took  the 
lead  in  initiating  hospital  cost  containment  in  the  1980s  and  real 
growth  in  hospital  spending  was  only  3.2  percent  last  year  as  op- 
posed to  5.4  percent  nationally. 
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In  the  first  full  year  of  physician  payment  reform,  Medicare 
spending  for  physician  services  grew  only  4.3  percent,  about  half 
the  rate  of  the  private  growth  in  physician  spending.  Overall  Medi- 
care is  a  program  about  which  the  Federal  Government  and  the 
Federal  employees  who  run  it  can  be  very  proud. 

Now,  you  mentioned  personal  reference,  and  my  reference  is  my 
mom,  and  she  is  concerned  that  you  want  to  cut  $200  billion  out 
of  Medicare  from  providers  and  beneficiaries.  She  knows  she  is 
going  to  get  a  pharmaceutical  benefit  and  some  minor  increase  in 
long-term  care,  but  she  will  have  a  benefit  that  is  worth  thousands 
of  dollars  less  than  mine  and  yours  under  this  plan,  and  her  costs 
are  going  to  go  up,  part  B  premium  and  her  medigap. 

I  said,  mom,  trust  me,  trust  Mrs.  Clinton,  but  what  can  you  add 
to  reassure  mother? 

Mrs.  Clinton.  Well,  let  me  start.  I  have  a  mother,  too,  Mr. 
Stark,  so  if  we  can't  pass  the  mother  test  we  are  not  going  to 
be 

Mr.  Stark.  We  are  in  trouble. 

Mrs.  Clinton.  I  do  want  to  say  that  this  committee  and  particu- 
larly your  subcommittee  certainly  do  deserve  an  extraordinary 
amount  of  honor  and  respect  for  what  has  proven  to  be  our  only 
universal  health  care  program;  namely,  for  those  citizens  over  65, 
and  I  think  there  are  many  good  lessons  to  be  learned  from  the  ef- 
forts you  have  engaged  in  over  the  years  to  make  the  Medicare 
Program  even  better. 

What  I  would  look  to,  though,  and  what  I  will  tell  my  mother 
and  hope  to  tell  your  mother  is  that  one  of  the  struggles  that  you 
have  had  and  the  Federal  employees  who  have  run  the  Medicare 
system  is  that  although  it  is  a  system  that  does  provide  care,  it 
does  so  at  very  different  rates  in  aifferent  parts  of  the  country,  and 
we  have  countless  examples  of  this,  which  you  know  better  than  I, 
where  you  have,  for  example.  Medicare  recipients  in  a  city  like 
New  Haven,  Conn.,  being  served  at  one-half  the  cost  as  a  Medicare 
recipient  in  Boston  just  100  miles  away. 

You  can  look  at  a  300  percent  differential  in  the  service  costs 
provided  to  Medicare  recipients  between  Miami,  Florida,  and  Mil- 
waukee, Wisconsin.  Now,  there  is  something  that  is  not  working  in 
the  Medicare  system  to  make  the  delivery  of  health  care  to  our 
mothers  cost  effective  while  remaining  high  quality.  And  we  believe 
that  as  we  begin  to  organize  our  health  care  delivery  system  better, 
as  we  put  some  of  the  initiative  into  the  hands  of  physicians  and 
hospitals  to  make  some  of  these  choices  rather  than  tell  them  ex- 
actly how  much  to  charge,  but  then  give  them  a  big  bump  if  they 
say  they  are  in  an  area  that  costs  more,  even  though  it  is  hard  to 
justify  that  differential  in  cost,  that  we  can  reduce  the  rate  of  in- 
crease in  the  Medicare  program  without  in  any  way  undermining 
quality. 

Now,  if  all  we  were  to  do,  though,  is  to  say  go  out  and  reduce 
it  without  on  the  private  side  trying  to  make  some  of  these  changes 
which  the  Medicare  people  have  been  on  the  forefront  of  trying  to 
figure  out  how  to  initiate  and  to  reward,  that  would  not  work,  so 
they  go  hand  in  hand,  the  changes  in  the  public  system  and  the 
changes  in  the  private  system.  But  I  feel  very  comfortable  telling 
my  mother  that  the  kind  of  care  that  I  want  her  to  have  can  be 
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delivered  in  a  cost-effective,  high-quality  way.  There  are  many 
places  around  this  country  that  are  doing  a  better  job,  and  we  need 
to  be  rewarding  them  and  we  need  to  be  changing  our  system  so 
that  more  providers  do  that  instead  of  what  is  currently  much  too 
costly  care  that  has  no  discernible  difference  in  quality  in  the  Medi- 
care system. 

Chairman  ROSTENKOWSKI.  Mr.  Jacobs. 

Mr.  Jacobs.  When  Otis  Bowen  was  Secretary  of  HHS,  he  made 
a  study  of  the  cigarette  tax.  The  cigarette  tax  then  was  one-fourth 
what  it  was  in  1952  on  account  of  inflation.  In  real  copper  pennies 
it  is  still  substantially  less  than  it  was  in  1952  before  anybody 
knew  the  dangers  of  the  use  of  tobacco.  Teenage  smoking  fell  off 
17  percent  merely  and  apparently  as  a  consequence  of  moving  the 
tax  up  from  8  to  16  cents  per  pack.  I  say  that  for  the  record  be- 
cause I  know  this  is  part  of  the  proposal  to  do  even  more. 

Somebody  said  in  a  town  meeting  to  me  last  night,  well,  what  if 
people  quit  smoking,  we  wouldn't  be  able  to  collect  any  tax.  And 
I  said  horrors,  that  would  really  be  a  substantial  loss  to  the  Nation, 
wouldn't  it?  How  much  would  you  pick  up  in  health  cost  savings? 

The  President  mentioned  violent  crime  as  a  health  problem  and 
some  critics  have  taken  him  to  task  for  that.  I  agree  with  him.  I 
am  a  former  police  officer.  I  know  what  he  is  talking  about.  All 
Americans  know  what  he  is  talking  about  except  the  ones  that  are 
doing  it,  and  by  chance  you  and  I  corresponded  in  the  late  1970s 
about  early  intervention,  childhood  intervention  of  cognitive  train- 
ing to  break  a  chain  of  educational  deprivation  in  the  early  years 
of  life,  and  I  submit  that  that  very  program  is  probably  the  best 
housing  program,  probably  the  best  crime  program,  and  probably 
the  best  health  program  if  you  believe,  and  I  know  you  do  as  I  do, 
that  an  ounce  of  prevention  is  worth  lots  of  billions  of  dollars. 

My  point  is  that  in  1988  in  the  welfare  reform  we  adopted  an 
amendment  which  required  HHS  to  have  pilot  programs  in  the  10 
AFDC  regions  which  would  cost  practically  notning,  giving  college 
credit  to  students  who  would  participate  in  a  voluntary  program  of 
visiting  in  poor  homes  for  the  purpose  of  helping  the  moms  and  the 
ultimate  purpose  of  inculcating  correct  linguistics  and,  well,  really 
social  grace.  That  has  never  been  implemented.  It  was  not  imple- 
mented during  the  past  4  years. 

Secretary  Snalala  said  before  the  committee  at  the  beginning  of 
the  year,  I  believe,  that  she  would  implement  it.  Is  she  going  to? 

Chairman  Rostenkowski.  How  about  a  one-word  answer,  Mrs. 
Clinton? 

Mrs.  Clinton.  Yes. 

Chairman  Rostenkowski.  Mrs.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman,  and  welcome,  Mrs. 
Clinton.  Whether  the  payroll  tax  cap  holds  or  increases  as  social 
security  taxes  have  and  other  such  taxes,  and  whether  the  global 
budget  is  a  benign  back  stop  or  a  hostile  and  arbitrary  eroder  of 
quality  and  access  depends  on  whether  your  plan  will  in  reality  de- 
velop the  savings  you  anticipate.  As  a  member  of  the  Health  Sub- 
committee that  nas  struggled  hard  to  control  the  cost  of  Medicare 
and  rarely  seen  us  be  able  to  exceed  2  percent,  I  think  maybe  1 
year  we  got  as  far  as  3  percent,  it  troubles  me  that  in  the  single 
year  between  1995  and  1996  you  assume  we  are  going  to  be  able 
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to  reduce  Medicare  costs  4  percent  and  that  over  3  years  we  are 
going  to  be  able  to  more  than  cut  them  in  half.  You  are  assuming 
the  same  in  Medicaid. 

Now,  those  are  two  programs  the  Congress  has  had  100  percent 

Eower  over  in  recent  years,  and  the  costs  in  those  two  programs 
ave  risen  far  faster  than  in  the  private  sector  where  there  have 
been  very  creative  and  aggressive  efforts  at  both  prevention  and 
wellness  programs  and  a  lot  of  things  that  have  progressively  cut 
costs,  so  given  your  assumptions  in  those  areas,  could  you  back 
them  up,  because  when  coupled  with  your  assumption  that  growth 
will  be  5  percent  in  the  economy,  I  wonder  whether  or  not  we  will 
be  able  to  avoid  an  absolutely  skyrocketing  payroll  tax  or  the  global 
budget  as  a  heavy-handed  back  stop  to  make  your  projections  come 
true. 

Mrs.  Clinton.  Well,  Congresswoman,  I  think  that  those  are  very 
important  questions,  but  the  way  that  we  look  at  this  is  starting 
from  a  base  that  is  much  higher  than  it  needs  to  be.  When  we 
spend  14  percent  of  our  GDP  we  know  we  are  spending  more  than 
we  need  to  spend.  When  we  have  a  Medicare  program  that  even 
after  the  budget  will  grow  at  11  percent  next  year  and  a  Medicaid 
program  that  will  grow  at  16  percent  next  year,  when  neither  the 
populations  nor  the  morbidity  statistics  affecting  those  population 
groups  are  growing  anywhere  like  that,  we  know  we  can  get  sav- 
ings. 

Now,  the  real  issue  is  how  much  and  how  fast.  When  can  we  re- 
alize them  and  how  much  can  they  be  stabilized  over  time?  I  think 
that  the  lessons  that  we  have  learned  in  the  private  sector  in  those 
areas  where  we  have  been  successful  in  beginning  to  get  a  handle 
on  costs  should  be  applied  to  the  public  sector.  I  just  want  to  make 
one  quick  example  of  this  because  I  think  this  is  a  very  key  point. 
I  brought  with  me  just  one  of  the  millions  of  pieces  of  paper  that 
we  have  looked  at  over  the  last  months,  and  it  is  a  consumer  guide 
to  coronary  artery  bypass  graft  surgery  that  is  put  out  by  the 
Pennsylvania  Health  Care  Cost  Containment  Council. 

Even  before  the  President  was  elected,  this  group  here  in  Penn- 
sylvania had  been  collecting  information  about  this  particular  oper- 
ation and  others.  If  one  looks  at  this  and  realizes  that  if  you,  first 
of  all,  take  the  differing  costs  so  that  the  cost  of  this  particular  sur- 
gery ranges  from  $21,000  to  $84,000  in  one  State,  and  then  if  you 
look  at  the  mortality  in  each  of  the  hospitals  that  charges  some- 
where between  $21,000  and  $84,000,  there  is  no  quality  difference 
between  the  $21,000  and  the  $84,000.  In  fact,  if  I  remember  cor- 
rectly, the  $21,000  actually  had  a  better  than  average  survival  rate 
and  quality  outcomes  than  some  of  those  at  the  upper  end. 

There  are  so  many  lessons  to  be  learned.  There  are  no  incentives 
in  our  current  system  overall,  in  the  private  or  in  the  public  sec- 
tors, to  move  physicians  and  hospitals  toward  making  decisions 
that  will  result  in  better  delivered,  higher  quality,  cheaper  coro- 
nary bypass  surgery.  When  if  we  had  a  system  that  in  both  the 
Medicare  and  the  private  sector  began  to  push  toward  making 
some  of  those  decisions?  We  could  actually  in  the  State  of  Penn- 
svlvania  provide  more  coronary  bypass  surgery  at  a  cheaper  cost 
than  we  currently  are  to  more  people  and  retain  quality,  and  those 
are  some  of  the  issues  that  we  want  not  only  the  country  to  be 
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talking  about,  but  we  want  our  whole  reform  through  using  market 
and  competitive  forces  to  help  move  providers  toward  making  those 
decisions,  and  that  is  why  we  don't  think  any  kind  of  budget  cap 
would  truly  be  enforceable  in  most  instances,  but  would  serve  as 
a  back  stop  so  that  there  would  be  some  overall  budget  discipline, 
but  much  of  the  work  will  be  done  in  the  doctor's  office  and  hos- 
pitals as  better  information  becomes  available  so  these  better  deci- 
sions can  be  made. 

Chairman  ROSTENKOWSKI.  Mr.  Matsui  will  inquire. 

Mr,  Matsui.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I  would  like  to  commend  you  and  the  President  and 
your  staff  for  the  tremendous  job  that  you  and  all  of  you  have  done 
in  putting  this  package  together.  I  think  it  is  a  tremendous  pack- 
age. It  is  not  only  a  first  start,  but  it  is  a  basis  upon  which  all  of 
us  can  act  to  make  sure  we  have  affordable  health  care  in  America 
during  this  session  of  Congress. 

I  would  like  to  ask  you  a  question  regarding  the  mandated  bene- 
fits. We  are  going  to  receive  a  lot  of  opposition  from  so-called  small 
businesses  on  that  particular  issue,  and  I  think  this  mandate  is  es- 
sential to  this  program  if,  in  fact,  we  continue  to  have  health  care 
delivered  on  an  employer-based  system  as  you  have  proposed. 

It  is  my  hope  that  during  the  course  of  this  debate  you  and  the 
President  and  others  who  will  be  speaking  on  this  will  explain  to 
the  American  public  the  benefits  involved  in  making  sure  that  all 
employers  insure  all  their  employees.  Under  the  present  system 
there  is  a  cross-subsidization  that  occurs — insurance  premiums  go 
up  because  of  the  fact  that  some  employees  are  not  covered  by  their 
employers.  Perhaps  you  could  comment  on  that  because  I  thought 
your  explanation  at  the  conference  we  had  at  the  beginning  of  the 
session  that  was  held  following  the  August  recess  was  very,  very 
helpful  to  many  of  us, 

Mrs.  Clinton.  Well,  Mr.  Matsui,  as  you  pointed  out,  what  we 
have  is  a  situation  in  which  the  majority  of  our  businesses,  both 
small  and  large,  do  provide  some  insurance.  For  them  the  cost  is 
not  only  the  direct  cost  that  comes  from  making  their  contribution 
to  their  employees'  insurance,  but  it  is  the  indirect  cost  they  as- 
sume because  other  businesses  do  not  provide  any  assistance  for 
their  employees. 

Now,  if  you  go  down  any  main  street  in  America  you  can  go  by 
a  store  where  they  provide  insurance  and  then  a  store  that  doesn't 
and  then  a  store  that  does  and  you  can  just  go  on  down  the  block. 
Well,  when  the  employees  of  the  store  that  does  not  provide  any 
insurance,  and  there  is  no  opportunity  because  of  the  wage  level  of 
the  employees  for  them  to  enter  the  market  to  buy  their  own  insur- 
ance, when  those  employees  get  sick  they  go  to  the  same  hospital 
and  the  same  town  that  is  paid  for  with  the  health  care  premiums 
that  are  paid  by  the  employers  and  employees  of  the  two  stores  on 
both  sides. 

The  result  is  that  the  uninsured  then  shift  the  cost  of  their  care 
on  to  the  health  care  premiums  paid  by  those  businesses  and  indi- 
viduals who  do  bear  the  burden  in  our  society.  It  doesn't  strike  us 
as  fair  that  those  businesses  that  have  made  the  commitment  to 
health  care  should  not  only  bear  the  burden  for  their  own  employ- 
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ees,  but  literally  the  burden  of  the  employees  of  others  who  have 
not  made  the  same  choice. 

Yet  at  the  same  time  we  are  sensitive  to  the  costs  that  confront 
some  of  those  who  have  not,  and  one  of  the  problems  in  this  debate 
about  small  business  is  that  many  small  business  owners  are  look- 
ing at  the  insurance  market  as  it  currently  exists.  And  they  are 
saying  how  on  earth  could  I  afford  to  go  into  this  market  and  pay 
the  average  going  rate  for  insurance  that  I  know  is  what  is  being 
charged. 

We  are  talking  about  a  reorganized,  reformed  insurance  market 
that  businesses  would  be  in.  They  would  not  only  be  part  of  a  very 
large  purchasing  pool,  which  we  know  will  bring  down  their  costs, 
but  for  the  small  businesses  and  the  low-wage  employees  they 
would  be  given  a  discount  because  we  want  all  businesses  to  be 
fairly  treated,  which  means  all  should  contribute.  But  it  also  means 
we  should  cap  the  costs  at  the  lower  end  for  the  small  businesses, 
and  we  have  run  now  some  computer  simulations  and  we  have  had 
actually  a  number  of  businesses  go  into  the  Small  Business  Admin- 
istration and  sit  down  with  their  spread  sheets  and  their  balance 
sheets,  and  they  have  run  those  figures  themselves.  And  for  many 
small  businesses  that  currently  insure,  they  will  see  very  large  de- 
creases, and  for  those  that  do  not,  the  cost  will  be  affordable,  as 
we  have  laid  them  out. 

Chairman  Rostenkowski.  The  Chair  is  going  to  make  the  obser- 
vation that  we  are  running  a  little  behind  schedule.  If  the  members 
will  shorten  the  questions  as  opposed  to  making  the  statement  we 
will  get  back  on  track. 

Mrs.  Kennelly. 

Mrs.  KE^fNELLY.  Thank  you,  Mrs.  Clinton,  for  coming.  Mrs.  Clin- 
ton, under  the  President's  plan,  he  specifically  mentions  reproduc- 
tive health  services.  Currently,  most  insurance  plans  are  silent  con- 
cerning abortion.  They  leave  those  decisions  up  to  the  doctor,  the 
patient,  and  under  current  law,  the  Public  Health  Service  Act. 
There  is  a  conscience  clause,  and  that,  for  example,  would  apply  to 
a  Catholic  hospital. 

My  question  to  you,  is  it  possible  that  this  conscience  clause 
could  cover  an  entire  health  plan? 

Mrs.  Clinton.  Yes,  because  in  our  conversations  with  the  Catho- 
lic Hospital  Association,  which  presented  a  plan  very  similar  to  the 
one  that  we  are  coming  forward  with,  even.  Before  the  President 
was  elected,  we  anticipate  that  there  will  be,  for  example.  Catholic 
health  plans  in  many  areas  that  will  link  hospitals  and  maybe  even 
teaching  hospitals  and  providers,  and  we  do  think  that  that  would 
be  possible  and  would  be  permitted. 

Mrs.  Kennelly.  Well,  then,  may  I  take  it  a  step  further.  Could 
a  conscience  clause  cover  an  entire  alliance? 

Mrs.  Clinton.  In  a  whole  State? 

Mrs.  Kennelly.  Or  a  large 

Mrs.  Clinton.  I  don't  believe  so  because  I  believe  what  we  are 
attempting  to  do  is  to  provide  the  same  kind  of  access  to  preg- 
nancy-related services  that  is  currently  in  force  now,  and  certainly 
some  States  have  constitutionally  protected  regulations  that  govern 
abortion  which  would  be  abided  by,  but  I  don't  think  any  State  or 
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any  region  of  a  State  that  set  up  an  alliance  would,  under  current 
constitutional  law,  be  able  to  prohibit  that. 

Mrs.  Kennelly.  Thank  you,  Mrs.  Clinton. 

Chairman  Rostenkowski.  Mr.  Houghton. 

Mr.  Houghton.  Thank  you  very  much,  Mr.  Chairman.  Mrs.  Clin- 
ton, when  I  was  a  little  boy  I  used  to  look  up  at  the  wall  and  see 
those  wonderful  Norman  Rockwell  paintings  of  the  four  freedoms. 
You  are  really  instituting  a  fifth  freedom — the  freedom  from  care, 
the  freedom  from  the  need  to  worry  about  health  considerations. 

The  thing  I  would  like  to  ask  you  is  this:  We  have  a  very  delicate 
system  here,  and  it  is  called  democracy.  Why,  then,  is  it  that  the 
whole  concept  of  managed  competition  has  moved  away  from  the 
original  thought  proposed  by  the  Jackson  Hole  Group  toward  man- 
dates and  Federal  guidelines  and  price  controls?  Why  has  it  moved 
away  from  the  Federal  Government  spelling  out  the  basic  outlines 
and  then  stepping  back  and  letting  private  industry,  individuals, 
communities  accomplish  the  same  thing  through  tax  credits  and 
other  incentives? 

Mrs.  Clinton.  Mr.  Houghton,  we  believe  that  we  have  taken 
what  managed  competition  has  developed  theoretically  and  ana- 
lyzed it  and  actually  come  up  with  a  plan  that  rests  on  competitive 
and  market  forces,  but  recognizes  that  there  are  certain  problems 
within  our  health  care  system  that  competition  alone  either  could 
not  handle  or  could  not  handle  in  a  timely  enough  manner  to  deal 
with  the  extraordinary  budget  and  economic  pressures  we  are  fac- 
ing. One  example  is  universal  coverage.  The  theorists  of  managed 
competition  who  have  worked  on  this  for  a  very  long  time  will 
admit  that  it  is  not  clear  at  what  point  we  could  reach  universal 
coverage  under  a  pure  managed  competition  theory. 

Yet  if  we  do  not  reach  universal  coverage,  then  we  continue  to 
have  cost  shifting,  and  among  the  problems  that  would  then  be 
faced  in  any  managed  competition  system  is  how  to  deal  with  the 
continuing  health  care  costs  of  the  uninsured  and  how  to  adjust 
risks  for  them. 

We  believe  if  we  have  everybody  in  the  system,  that  will  give  us 
for  the  first  time  a  truly  competitive  health  care  system  which  we 
have  never  had  up  until  now.  Many  industries,  like  the  ones  that 
you  are  intimately  familiar  with  have  had  to  become  more  efficient 
in  the  last  decades  because  of  external  competition,  a  threat  from 
Europe,  a  threat  from  Asia,  so  they  had  to  look  hard  at  where  their 
costs  were  and  make  some  hard  decisions. 

We  don't  have  external  competition  in  the  health  care  industry 
in  our  country.  We  have  to  create  it,  and  we  believe  that  the  Presi- 
dent's proposal  takes  the  best  of  a  competitive  approach  and  puts 
that  to  work,  and  we  do  want  the  Government  to  get  out  of  the 
way,  but  we  think  everybody  needs  to  be  in  the  system  for  the  com- 
petitive forces  to  work  most  efficiently. 

Chairman  Rostenkowski.  Mr.  Andrews  will  inquire. 

Mr.  Andrews.  Thank  you,  Mr.  Chairman,  and  good  morning, 
Mrs.  Clinton.  I  would  like  to  followup  on  what  my  friend  from  New 
York  asked  you  about  and  just  visit  with  you  about  a  concern  I 
have  about  your  proposal,  and  that  is  what  I  am  seeing  may  well 
be  an  inordinate  amount  of  Grovernment  regulation  and  ultimately 
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micromanagement  which  is  exactly  where  we  want  to  move  away 
from. 

The  idea  of  global  budgets  and  premium  caps,  it  seems  to  me, 
may  well  cause  our  providers  not  to  compete  to  keep  their  costs 
down,  but  to  maybe  game  the  system  to  get  to  the  cap,  and  in  a 
situation  like  global  budgets  where  States  vary  in  the  amounts  to 
cover  Medicare  recipients,  some  as  widely  disparate  as  2  to  1,  don't 
we  run  the  risk  by  these  kinds  of  controls  of  undermining  the  very 
kind  of  competition  we  are  trying  to  create  in  the  marketplace? 

Mrs.  Clinton.  Well,  Congressman,  you  know,  that  is  one  of  the 
sort  of  great  theoretical  debates  we  will  have  in  the  coming 
months.  I  certainly  appreciate  your  concerns,  but  it  is  very  difficult 
to  understand  why  this  particular  industry  should  essentially  be 
without  any  kind  of  budgetary  discipline  since  every  other  industry 
has  some  kind  of  discipline  built  in,  whether  it  is  competition  from 
•the  Japanese  on  how  much  a  car  costs  or  competition  from  the  re- 
tailer down  the  street  to  see  whether  or  not  you  get  a  good  deal. 

In  order  for  us  to  move  from  the  kind  of  system  we  have,  which 
has  basically  been  a  blank  check  system  without  any  kind  of  effort 
to  rein  in  costs  in  any  reasonable  way  over  time,  to  where  you  and 
I  both  want  to  get,  which  is  high  quality  providers  competing  on 
the  basis  of  quality  and  price,  we  need  some  mechanism  to  control 
costs,  and  not  necessarily  the  kind  of  continuing  micromanage- 
ment, overregulated  approach  that  we  have  seen  does  not  control 
costs,  but  continues  to  reward  inefficiency.  We  believe  that  the  pre- 
mium cap  provides  a  balance  between  the  micromanagement  and 
overregulation  we  do  want  to  eliminate  from  the  system  and  the 
danger  that  in  the  absence  of  some  kind  of  budget  targets  we  will 
continue  to  have  a  system  that  is  out  of  control,  that  pushes  on  po- 
litical levers  instead  of  competitive  ones.  But  as  you  and  I  have 
talked  in  the  past,  we  want  to  make  sure  that  we  structure  this 
to  work  effectively,  and  to  that  end  we  are  continuing  to  have  very 
fruitful  discussions  with  many  of  the  original  theorists  behind  man- 
aged competition,  with  the  American  Hospital  Association,  the 
AMA,  and  other  groups  that  are  very  concerned  as  well.  But  from 
our  perspective  the  country  has  been  basically  not  facing  up  to 
what  health  care  costs  and  not  creating  a  system  in  which  health 
care  providers  were  encouraged  to  make  cost-effective,  quality- 
driven  decisions. 

Therefore,  we  have  a  lot  of  practice  styles  out  there  among  pro- 
viders that  are  responsive  to  the  continuing  kind  of  flow  of  moneys 
from  the  public  or  private  sector.  In  order  to  change  that,  we  think 
we  need  some  kind  of  budget  discipline  against  which  providers 
they  will  measure  their  decisionmaking. 

Chairman  ROSTENKOWSKI.  Mr.  Levin  will  inquire. 

Mr.  Levin.  Thank  you. 

Mrs.  Clinton,  this  is  a  special  moment  for  the  committee,  and  I 
think  a  very  special  moment  for  women  in  this  country,  including 
my  wife  and  two  daughters. 

In  bringing  forth  this  proposal,  you've  combined  a  deep  commit- 
ment to  achieving  health  care  reform  with  the  willingness  to  nego- 
tiate. Give  us  a  further  glimpse  of  your  priorities.  What,  as  we 
begin  to  negotiate,  do  you  hold  most  dear? 
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Mrs.  Clinton.  Well,  Congressman,  the  way  that  I  would  say  that 
is  pretty  much  the  way  that  the  President  has  said  now  on  several 
occasions  in  his  public  appearances.  We  believe  that  we  have  to 
achieve  universal  coverage  as  soon  as  possible  in  order  to  achieve 
security.  But  I  think  as  we  work  through  the  details  on  this,  how 
soon  we  get  there,  what  the  level  of  benefits  are,  we  want  to  make 
sure  that  the  pieces  of  the  system  that  will  get  us  to  universal  cov- 
erage can  work. 

Another  example  might  be  the  whole  issue  of  quality.  We  want 
to  be  sure  that  the  information  available  to  consumers  is  quality 
driven  so  that  they  can  make  good  choices.  We  want  to  do  that  in 
as  straightforward  and  simple  a  way  as  possible  so  that  every  one 
of  us  can  know  how  to  choose  a  health  plan  that  we  think  is  best 
for  us  and  our  families,  but  there  are  many  ways  of  getting  to  that 
end  point. 

We  want  this  system  to  be  as  familiar  as  it  can  be  to  Americans. 
That  is  why  we  built  it  on  the  employer-employee  system  that  al- 
ready works  for  so  many,  but  there  are  many  details  about  the  ac- 
tual way  it  would  function  that  we  want  to  have  a  good  conversa- 
tion about,  but  we  want  to  measure  it  against  the  goals  that  the 
President  has  laid  out. 

Mr.  Levin.  Thank  you. 

Chairman  Rostenkowski.  Mr.  McCrery. 

Mr.  McCrery.  Thank  you,  Mr.  Chairman. 

Welcome,  Mrs.  Clinton.  I  look  forward  to  future  hearings  when 
we  have  more  time  so  that  those  of  us  who  are  lawyers  on  the  com- 
mittee can  practice  our  art  of  developing  a  line  of  questioning  de- 
signed to  shed  light  on  a  particular  issue  we  think  the  jury,  in  this 
case  the  public,  needs  to  understand.  But  in  the  2  minutes  that  I 
have,  let  me  say  I  hope  this  debate  revolves  around  facts. 

There  are  problems  in  the  system.  I  hope  we  discuss  the  facts 
about  those  problems  and  the  cost  of  solving  those  problems.  Con- 
sider immunization,  for  example.  In  my  State  of  Louisiana,  a  poor 
State  by  any  standard,  there  is  no  excuse  for  someone  not  getting 
immunization  in  our  community  health  centers.  Anybody  can  walk 
in  and  get  their  child  immunized  for  $5.  If  they  say  they  can't  af- 
ford the  $5,  it  is  waived.  So  that  is  not  a  problem  in  Louisiana.  If 
it  is  not  a  problem  in  Louisiana,  as  poor  as  we  are,  I  submit  it 
should  not  be  a  problem  in  any  State  with  the  current  funding. 

One  problem  in  the  system,  though,  is  the  escalation  of  insurance 
premiums.  Many  people  can't  afford  insurance,  and  small  busi- 
nesses can't  afford  to  provide  it.  What,  in  your  research  through 
your  task  force,  have  you  found  to  be  the  primary  reason  for  the 
rise  in  insurance  premiums?  I  believe  the  cost  of  medical  services 
has  driven  premiums  up.  So  what  are  the  underlying  cost  drivers 
you  have  found?  Would  you  just  name  three  or  four  items  that 
push  those  medical  costs  up,  driving  insurance  premiums  up? 

Mrs.  Clinton.  There  are  a  number  of  costs,  and  I  share  your 
hope  that  we  will  continue  to  have  this  kind  of  a  dialog  because 
I  do  want  the  facts  to  get  out.  I  am  very  confident  that  when  the 
facts  about  what  works  and  what  doesn't  work  get  out,  the  Amer- 
ican people  and  the  Congress  will  make  a  better  decision,  so  that 
is  something  that  I  am  committed  to.  There  are  a  number  of  issues. 
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One  is  the  kind  of  reimbursement  system  that  we  have.  When 
you  reimburse  on  the  basis  of  procedures  and  tests  as  opposed  to 
a  per  capita  rate  in  which  a  plan  or  a  provider  is  given  a  certain 
amount  of  money  to  provide  all  services,  you  have  a  difference  in 
both  motivation  and  incentive.  If  the  way  that  you  can  be  paid  is 
by  ordering  more  and  more  tests,  then  it  is  human  nature  to  order 
more  and  more  tests.  As  Dr.  Koop  said  the  other  day,  he  believes 
there  is  about  $200  billion  in  our  system  of  unnecessary  costs  driv- 
en largely  by  what  he  views  as  unnecessary  kinds  of  tests  and  pro- 
cedures. 

The  second  issue  I  alluded  to  earlier  is  what  is  called  practice 
styles.  Now,  some  of  that,  I  would  argue,  is  a  result  of  different 
kinds  of  pressures  in  a  region  or  different  kinds  of  training.  But  if 
you  take  pertain  kinds  of  procedures  and  you  try  to  determine  why 
one  is  hospitalized  in  one  community  and  not  hospitalized  in  an- 
other for  the  same  kind  of  illness  or  accident,  you  will  find  that 
practice  styles  of  physicians  determine  often  how  much  a  commu- 
nity pays  for  medical  care  when  in  a  neighboring  community  a 
practice  style  that,  for  example,  wouldn't  hospitalize  somebody  for 
the  same  disease  will  keep  the  costs  lower. 

Third,  the  way  that  we  have  created  a  system  in  which  some  peo- 
ple are  paid  for  in  certain  ways  and  other  people  are  not  paid  for 
causes  the  whole  system  to  be  trying  to  figure  out  how  to  get  the 
most  return  they  possibly  can  from  everybody  who  has  got  any 
money  who  walks  in  the  door,  so  it  is  not  just  the  issue  of  shifting 
costs  from  the  uninsured  to  the  insured.  It  is  the  issue  of  trying 
to  figure  out  how  many  more  patients  you  can  get  into  a  hospital 
or  a  clinic  who  are  insured,  and  then  you  have  got  the  problem  that 
we  see  in  the  insurance  market  and  the  related  costs  associated 
with  that  in  the  providers  of  health  care,  which  is  that  once  you 
don't  insure  everybody,  you  essentially,  as  they  say,  cherry-pick 
among  people.  Then  you  have  all  different  kinds  of  policies  with  all 
different  kinds  of  risk  factors  associated  and  costs,  and  it  is  then 
you  raise  costs  within  the  insurance  market  in  order  to  decide  who 
is  insured  at  what  cost,  and  then  you  raise  costs  within  the  doctors' 
offices  and  the  hospitals  to  try  to  figure  out  how  to  get  under  what- 
ever policy  words  are  written  so  that  you  can  get  reimbursed  for 
the  services  you  provided. 

You  know,  15  years  ago,  give  or  take  a  few  years,  most  physi- 
cians were  not  spending  more  than  20  to  25  percent  of  their  income 
on  filling  out  forms  and  paperwork.  Today  it  is  closer  to  50  percent. 
Now,  if  you  have  to  hire  more  clerical  workers  and  bookkeepers,  if 
you  have  to  hire,  as  many  doctors  do,  a  person  to  sit  on  the  phone 
to  argue  with  insurance  companies  as  to  who  will  get  paid  how 
much  for  providing  which  service,  you  then  charge  more  for  the 
service  you  have  provided  because  you  have  to  pay  for  the  book- 
keeping costs,  so  all  of  these  things  together  have  helped  create  the 
kind  of  atmosphere  in  which  we  see  costs  continuing  to  go  up. 

Chairman  Rostenkowski.  Mr.  Cardin. 

Mr.  Cardin.  Mrs.  Clinton,  thank  you  for  your  leadership  in  this 
area.  I  have  a  personal  observation  on  coverage,  then  a  question  on 
state  flexibility.  There  are  many  reasons  to  be  very  pleased  by  the 
initiative  as  to  the  coverage.  I  am  particularly  pleased  to  see  ref- 
erences to  the  lead  poisoning  of  our  children,  both  in  the  public 
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health  initiative  as  well  as  screening  being  a  part  of  the  coverage 
package. 

Senator  Bradley  and  I  have  come  forward  with  a  way  to  finance 
a  program  to  try  to  prevent  lead  poisoning  of  our  children,  and  I 
would  request  that  we  work  with  you  and  you  designate  someone 
on  your  staff  to  work  with  us  so  that  we  can  try  to  expand  the  lead 
poisoning  initiative. 

The  question,  though,  on  State  flexibility.  I  am  very  pleased 
about  the  State  flexibility  issues,  and  while  we  can  be  proud  of 
some  of  the  accomplishments  in  Medicare,  some  of  that  has  been 
at  the  cost  of  shifting  to  the  private  sector.  In  your  draft  document 
you  mention  exemptions  or  exceptions  to  the  ERISA  statute  to 
allow  States  to  have  all  payer  rate  systems.  My  specific  question 
is  will  the  initiative  allow  a  State  like  Maryland  to  continue  its  all 
payer  rate  system  on  hospital  care?  Maryland  is  looking  at  expand- 
ing that  to  all  payer  physician  rates.  Would  that  be  permitted,  and 
would  the  authority  be  exercised  by  the  State  or  by  the  alliance? 

Mrs.  Clinton.  Yes,  Congressman,  that  would  be  permitted  if 
that  were  an  option  that  the  State  chose,  and  it  would  be  up  to  the 
State  to  determine  how  that  would  be  implemented  within  the 
State.  I  think  that  is  the  kind  of  flexibility  that  we  are  talking 
about,  but  I  am  very  conscious  of  Chairman  Stark's  concern  be- 
cause Maryland,  to  take  Maryland  as  an  example,  is  much  further 
along  in  developing  a  kind  of*^  unified  approach  to  health  care.  And 
I  have  talked  to  hospital  administrators  and  physicians  who  have 
been  involved  in  creating  the  system  for  the  all  payer  system  in  the 
hospitals,  and  so  they  feel  they  have  some  ownership  in  it,  and 
they  feel  that  it  works  appropriately  in  most  instances,  but  many 
other  States  are  not  there.  So  one  of  our  challenges  in  this  legisla- 
tion will  be  striking  the  right  balance  so  that  the  States  that  are 
willing  to  be  energetic  and  sort  of  on  the  leading  edge  of  reform  are 
not  held  back,  but  other  States  who  don't  want  to  have  anything 
to  do  with  health  care,  consider  it  a  very  difficult  and  thorny  prob- 
lem will  have  to  recognize  their  Federal  obligations,  and  so  that  is 
what  we  are  going  to  need  your  help  in  helping  us  to  crafl. 

Chairman  KOSTENKOWSKI.  Mr.  McDermott  will  inquire. 

Mr.  McDermott.  Thank  you,  Mr.  Chairman. 

As  one  who  came  to  Congress  to  help  bring  about  health  care  re- 
form, I  can't  tell  you  how  pleased  I  am  to  have  you  here  presenting 
a  real  plan  from  the  White  House.  We  have  been  waiting  for  a  long 
time.  But  as  one  who  favors  the  single  payer  system,  I  think  I  am 
puzzled  by  the  President's  decision  to  choose  a  system  of  complex- 
ity rather  than  one  of  simplicity  and  guaranteed  universality. 

My  question  is  simply  this:  How  are  you  going  to  force  an  inde- 
pendent contractor  who  makes  $22,000  a  year  to  support  his  family 
and  therefore  does  not  qualify  for  a  subsidy  to  pay  a  premium  of 
$4,000  a  year?  How  do  you  do  that  since  he  is  not  an  employee  so 
there  is  no  cap  on  his  premium  of  20  percent.  He  has  to  pay  the 
entire  premium  himself? 

Mrs.  Clinton.  Well,  Congressman,  there  will  be  a  cap  because 
we  are  treating  the  self-employed  and  the  independent  contractor 
as  though  they  were  small  businesses.  We  think  that  is  the  fairest 
way  to  do  this. 

Mr.  McDermott.  So  the  cap  will  be  80  percent? 
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Mrs.  Clinton.  The  cap  will  be  applied  to  the  independent  con- 
tractor and  the  small  business  person  who  is  self-employed.  We  will 
give  them  the  100  percent  tax  deductibility,  but  we  will  also  treat 
them  as  though  they  were  a  small  business  with  only  one  or  two 
employees  because  if  the  independent  contractor  uses  his  wife  on 
some  jobs  or  his  son  on  some  jobs,  that  will  be  treated  as  a  small 
business  unit,  so  they  will  be  entitled  to  the  discounts  and  caps 
available  to  small  businesses,  plus  the  100  percent  tax  deductibil- 
ity. 

Mr.  McDermott.  And  if  he  can't  pay  it  or  doesn't  pay  it  or  she 
can't  or  doesn't  pay  it,  what  are  the  enforcement  mechanisms? 

Mrs.  Clinton.  Well,  we  do  not  want  to  create  some  large  bu- 
reaucracy to  go  chasing  Americans  around  who  have  not  paid  their 
health  insurance  premiums,  which  is  one  of  the  reasons  why  we 
favor  the  employer-employee  system  because  then  it  will  become 
automatic  for  most  individuals.  For  those  individuals  who  are  out- 
side of  any  other  employment  relations  and  are  self-employed  or  an 
independent  contractor,  we  believe  that  the  incentives  and  the  op- 
portunity to  have  affordable  health  care  will  be  very  difficult  for 
people  to  turn  away  from,  and  if  they  show  up  for  care  and  they 
cannot  show  their  health  security  cara,  then  there  will  be  a  process 
put  into  motion  to  collect  what  is  due  for  the  care  that  they  have 
received,  and  so  they  will  be  in  a  sense  billed  at  the  point  of  service 
and  it  will  be  either  deducted  from  their  wages  or  obtained  through 
tax  deductions  in  some  other  way. 

Chairman  Rostenkowski.  Mr.  Shaw  will  inquire. 

Mr.  Shaw.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I,  too  would  like  to  express  my  appreciation  for  you 
being  here  today.  Mr.  Stark  raised  his  mother's  question  a  few  mo- 
ments ago,  and  it  seems  like  we  were  going  right  along  the  line  of 
everybody  being  concerned  about  their  mother.  I  do  want  to  return 
to  that.  My  mother  is  now  one  of  my  constituents  in  the  22d  Con- 
gressional District  of  Florida.  In  response  to  Mr.  Stark's  question, 
you  made  reference  to  the  comparison  between  Milwaukee  and 
Miami.  Miami  is  part  of  my  new  district  which  stretches  from  the 
southern  part  of  Miami  Beach  up  the  Atlantic  Coast  north  of  Palm 
Beach  to  Jupiter.  This  constitutes  the  most  elderly  population  of 
any  Congressional  District  in  the  country.  This  makes  me  very  con- 
cerned about  cuts  in  Medicare. 

Quite  frankly,  and  to  be  very  blunt,  a  $200  billion  cut  in  Medi- 
care is  totally  unacceptable  to  the  22d  Congressional  District  of 
Florida.  It  may  even  be  unacceptable  to  the  Congress.  The  hospital 
where  I  was  Dom,  St.  Francis  Hospital  on  Miami  Beach,  was  in 
business  for  over  70  years.  A  Catholic  hospital,  it  recently  went 
broke  because  it  was  a  high  Medicare  hospital. 

In  other  words,  they  have  so  many  Medicare  patients  who 
weren't  paying  their  full  way  now  under  the  formula  set  up  by  this 
Congress  that  they  just  did  not  have  enough  population  to  spread 
this  expense.  There  are  many  other  hospitals  in  my  district,  sup- 
ported by  tax  dollars,  that  are  holding  on  by  their  fingernails. 

Quite  frankly,  a  substantial  cut  in  Medicare,  as  it  applies  to  the 
payment  of  hospitals,  will  close  hospitals,  and  we  will  no  longer 
have  nontax  supported  hospitals  in  the  22d  Congressional  District 
of  Florida.  This  is  also  true  across  much  of  the  sunbelt  and  many 
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areas  with  a  high  elderly  population.  Assuming  this  is  true  and  we 
are  unable  to  pass  the  cuts  in  Medicare  that  you  have  suggested 
in  your  plan,  where  would  we  go  to  make  up  the  shortfall  of  $200 
billion,  and  how  is  that  shortfall  projected  in  your  formula  as  it 
would  apply  to  hospitals  versus  physicians? 

Mrs.  Clinton.  Mr.  Shaw,  let  me  start  by  saying  we  project  $124 
billion  in  cuts  over  7  years,  not  $200  billion  in  Medicare,  and  of 
that  $124  billion,  we  intend  to  provide  new  benefits  from  not  cuts, 
but  reductions  in  the  rate  of  growth  of  Medicare.  I  think,  as  we  all 
know,  we  are  not  talking  about  taking  the  Medicare  currently 
available  and  cutting  below  that  amount,  we  are  talking  about  be- 
ginning to  reduce  the  rate  of  increase  in  Medicare  of  $124  billion, 
which  would  bring  us  down  from  about  11  percent  increase  annu- 
ally to  about  6  or  7  percent  increase  annually. 

Now,  we  believe  that  there  are  several  advantages  to  your  moth- 
er and  your  other  constituents  in  the  22d  Congressional  District. 
First,  with  the  reductions  in  the  rate  of  increase  we  will  for  the 
very  first  time  be  providing  a  prescription  drug  benefit  for  the  el- 
derly. Much  of  the  hospitalization  costs  and  much  of  the  large  costs 
of  Medicare  are  due  in  no  small  measure  from  people  either  being 
inadequately  or  wrongly  dealt  medication  that  they  cannot  afford 
and  that  they  then  end  up  self-medicating  themselves.  This  is  a 
particular  problem  among  the  elderly,  where  you  often  have  elderly 
patients  on  Medicare  being  discharged  from  a  hospital  with  a  pre- 
scription in  hand  which  they  cannot  afford  to  fill  which  means, 
then,  they  don't  take  the  prescription.  They  end  up  back  in  the  hos- 
pital which  costs  us  more  money  and  we  are  caught  in  a  vicious 
circle.  We  think  providing  these  prescription  drugs  will  help  hos- 
pitals to  be  more  efficient  and  individuals  to  receive  better  care. 

Secondly,  we  want  to  provide  a  long-term  care  benefit  for  the  el- 
derly. Those  two,  prescription  drugs  and  long-term  care  are  the  sin- 
gle biggest  issues  to  the  elderly  that  we  have  encountered,  whether 
it  is  individual  anecdotes  or  from  AARP  and  other  groups  that  rep- 
resent the  interests  of  the  elderly.  Specifically  as  to  hospitals  like 
the  one  that  you  are  talking  about,  we  want  those  to  be  considered 
essential  community  providers,  and  we  have  funds  in  this  system 
to  provide  money  for  them  because  they  do  provide  a  service  that 
would  otherwise  not  be  available  if  they  were  not  there,  so  we  in- 
tend to  shore  them  up. 

Chairman  Rostenkowski.  The  Chair  will  make  the  observation 
that  if  the  question  is  going  to  be  a  2-minute  question  he  is  going 
to  suggest  that  the  witness  submit  the  answer  in  writing  at  a  fu- 
ture time. 

Mr.  Kleczka  will  inquire. 

Mr.  Kleczka.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I  join  my  colleagues  in  congratulating  your  leader- 
ship on  this  most  important  issue.  In  reading  the  material  that  has 
been  presented  to  us,  there  is  much  I  agree  with.  However,  there 
are  three  areas  which  I  am  having  a  problem.  One  is  the  basic  ben- 
efit package — which  I  think  is  more  a  Cadillac  plan  than  a  basic 
one.  In  fact,  I  am  told  that  the  cost  could  be  $6,000  for  a  family 
plan  in  1995  instead  of  your  $4,200. 


is 


Also,  regarding  the  National  Health  Care  Board,  my  fear,  there, 
that  it  IS  going  to  be  a  bureaucracy  where  on  the  one  hand  we 
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are  trying  to  cut  the  paperwork  in  the  private  sector  and  for  the 
providers,  and  on  the  other  we  are  going  to  set  up  this  national 
health  care  board  which  is  going  to  grow.  My  question  is  what  is 
the  size  of  the  board  and  what  is  the  cost?         ,      ,     .  ,        ^  , 

The  last  concern  I  have  is  the  80  percent  Federal  pickup  for  early 
retirees.  I  think  this  pickup  is  going  to  be  a  gigantic  cost  which  we 
are  going  to  have  to  naturally  cover,  and  I  think  it  is  probably  an 
employer  responsibihty  in  the  early  retiree  years.  Moreover,  and  it 
is  going  to  be  kind  of  unique  when  this  early  retiree  turns  65  and 
he  or  she  will  have  to  pay  25  percent  of  the  premiums  wherein  tor 
the  last  10  years  they  were  only  paying  20.  .-  ..i.- 

Mrs  Clinton.  I  can't  possibly  answer  those  questions  in  this 
time  period,  but  let  me  just  quickly  say  on  the  benefits  package  we 
have  priced  that  out  very  carefully.  Congressman  and  are  willing 
to  sit  down  and  show  you  what  the  figures  are.  We  have  a  total 
agreement  among  all  of  the  actuaries  inside  the  Government  who 
have  pounded  out  these  figures.  It  is  the  first  time  that  the  Gov- 
ernment actuaries  have  all  sat  in  the  same  room  and  actually 
struggled  over  exactly  what  benefits  would  cost,  and  we  think  that 
the  benefits  package  is  a  fair  one  particularly  because  it  empha- 
sizes primary  and  preventive  health  care,  which  is  not  usually  in- 
cluded in  insurance  policies,  but  which  we  think  will  save  us 
money  over  the  long  run,  so  I  would  be  glad  to  sit  down  and  show 
you  that  in  detail  and  also  give  you  additional  information  about 
the  national  board  and  about  the  retirees. 

Mr.  Kleczka.  Thank  you  very  much. 

[The  following  was  subsequently  received:] 
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Gerald  Kleczka  (D-WI) 


QUESTION: 


What  is  the  size  of  the  National  Health  Board  and  what  is  the 
cost? 


ANSWER: 

The  National  Health  Board  will  be  an  agency  in  the  Executive 
Branch  of  the  Federal  Government  with  a  modest  staff  of 
approximately  100  people. 

We  have  estimated  federal  administrative  costs  to  be  about  $9.6 
billion  over  the  1995-2000  period.   These  costs  include  the 
Board,  HHS,  Labor  and  other  Federal  Departments. 


QUESTION: 

Doesn't  the  early  retiree  policy  have  a  notch  when  the  person 
turns  65  and  has  to  pay  25  percent  of  the  Medicare  premium  when 
they  were  previously  paying  20  percent  of  the  regional  alliance 
premium? 


ANSWER: 

The  federal  government  pays  the  employer  share  of  the  early 
retiree  premium  until  the  individual  is  eligible  for  Medicare. 
The  goal  of  this  policy  is  to  bridge  the  period  between 
retirement  and  eligibility  for  Medicare  for  older  workers  so  as 
to  ease  the  financial  worries  of  those  who  may  not  now  be  able  to 
afford  insurance  as  well  as  increase  the  global  competitiveness 
of  employers  with  a  disproportionate  share  of  older  workers. 
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QUESTION: 

How  was  the  benefits  package  priced? 

ANSWER: 

The  first  step  in  HCFA's  simulation  process  was  to  determine  each 
individual's  insurance  status.   The  modelers  used  CPS  indicators 
for  this,  and  considered  a  person  to  be  insured  if  he  or  she  was 
covered  by  employer-sponsored  insurance,  other  private  insurance, 
CHAMPUS,  Medicare,  or  Medicaid.   Insurance  could  be  either  in 
one's  own  name  or  through  inclusion  in  a  policy  held  by  an  adult 
in  the  insurance  unit.   Also,  some  dependents  are  covered  by 
private  insurance  policies  owned  by  people  outside  the  family 
(for  example,  a  child  of  divorced  parents  may  be  covered  through 
insurance  carried  by  the  parent  who  does  not  live  with  the 
child) . 

HCFA  modelers  then  adjusted  health  expenditures  to  reflect  the 
coverage  offered  through  the  regional  alliance  plan.   That 
coverage  is  restricted  to  hospital  care,  physician  and  other 
professional  services,  prescription  drugs,  and  durable  medical 
equipment  other  than  vision  and  hearing  products.   Therefore,  the 
analysts  excluded  all  other  National  Health  Accounts  expenditure 
categories.   The  cost  of  coverage  for  mental  health,  dental,  and 
preventive  care  in  the  standard  benefit  package  was  estimated 
separately,  from  aggregate  data,  and  added  in  at  the  end  of  the 
process.   Once  expenses  were  adjusted  for  coverage  differences, 
the  modelers  applied  the  fee-for-service  plan  deductibles, 
coinsurance,  and  cost-sharing  limits  to  each  person  covered 
through  the  regional  alliance. 

An  insurance- induced  demand  adjustment  was  applied  to  all  those 
enrolled  in  the  regional  alliance.   The  basis  for  the  induced 
demand  was  the  difference  between  out-of-pocket  spending  under 
current  law  and  that  determined  by  the  reform  simulation 
described  above.   The  induction  factor  varied  by  type  of  service. 
The  application  of  the  factors  and  the  specific  values  used  are 
described  in  appendix  A.   Post-induction  spending  is  equal  to  the 
expenditures  calculated  previously  plus  (minus)  the  induced 
spending  calculated  as  described. 

Following  these  steps,  HCFA  analysts  imputed  expenses  to 
currently  uninsured  people.   Existing  patterns  of  use  for  the 
uninsured  person  were  discarded,  because  those  patterns  are 
influenced  by  the  absence  of  insurance.   An  imputation  file  was 
created  for  each  service  covered  under  the  regional  alliance.   To 
create  the  file,  insured  people  (excluding  people  who  received 
SSI  cash  payments)  were  divided  into  groups  according  to  gender, 
four  age  classes,  and  three  poverty  status  classes.   Expenditures 
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were  tabulated  for  each  group  to  determine:  (a)  the  proportion 
that  had  no  expenditure  and  (b)  mean  expenditures  and  use  for 
each  decile  of  the  user  distribution. 

Expenses  were  imputed  for  an  uninsured  person  using  these 
imputation  files.   For  each  type  of  service,  the  person  was 
assigned  a  random  number  ranging  from  0  to  1.   If  that  number 
fell  within  the  nonuser  proportion  for  the  service,  the  person 
was  given  no  expenditure  for  the  service.   Otherwise,  the  person 
was  given  the  mean  expenditure  and  use  for  the  decile  of  users 
into  which  the  random  number  placed  them.   Analysts  assumed  that 
facility  and  physician  use  was  correlated  for  hospital  services, 
and  used  the  same  random  number  for  hospital  inpatient  and 
physician  inpatient  use.   They  did  the  same  for  hospital 
outpatient  and  physician  outpatient,  and  for  hospital  emergency 
room  and  physician  emergency  room  use. 

Analysts  performed  a  final  simulation  to  determine  which  people 
were  covered  by  the  alliances.   Typically,  they  excluded  people 
who  received  AFDC  or  SSI  cash  payments.   Similarly,  most  Medicare 
enrollees  were  excluded;  only  those  who  worked  or  whose  spouse 
worked  were  included  in  the  premium  calculations.   The  remaining 
people  were  divided  between  the  corporate  alliance  and  the 
regional  alliance  according  to  the  worker  status  of  the  adults  in 
the  insurance  family,  and  were  assigned  to  one  of  three  policies: 
individuals  (and  couples  with  no  dependents) ,  one  adult  plus 
dependents,  and  two  adults  plus  dependents.   In  a  final  pass 
through  the  family's  health  expenditures,  analysts  applied  the 
family  limits  on  out-of-pocket  spending  to  determine  the  plan 
benefits  and  copayments. 

In  order  to  generate  an  upper-bound  subsidy  estimate,  whenever  a 
two-earner  couple  had  one  worker  in  a  large  firm  (5,000  or  more 
workers)  and  one  in  a  firm  that  would  be  covered  through  a 
regional  alliance,  the  couple  was  assumed  to  choose  coverage  in 
the  regional  alliance.   This  maximizes  the  potential  subsidy 
costs  given  that  no  government  subsidies  are  available  through 
the  corporate  alliances. 

After  plan  benefits  had  been  determined,  premiums  were  calculated 
for  each  of  the  policy  types  and  alliance  types.   An  offset  was 
applied  to  expenses  to  reflect  current-law  cost-shifting 
attributable  to  uncompensated  care.   Under  the  current  system, 
private  sector  premiums  are  higher  than  they  would  be  if  there 
were  no  uncompensated  care  in  the  system  since  providers  pass 
these  unpaid  costs  on  to  insured,  paying  patients.   Under  reform, 
all  persons  will  be  insured;  consequently,  baseline  premiums 
should  be  reduced  to  reflect  the  elimination  of  non-payers  from 
the  system.   A  load  factor  was  applied  to  the  (reduced)  benefit 
cost  per  policy.   The  load  factor  was  15  percent  for  the  regional 
alliance. 
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Chairman  Rostenkowski.  Mr.  Lewis  will  inquire. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I  would  just  say  to  you  what  I  have  said  before,  as 
a  Nation  and  as  a  people  we  are  more  than  lucky,  but  we  are  very 
blessed  to  have  you  lead  in  this  effort  for  comprehensive  and  uni- 
versal health  care.  I  really  believe  when  the  historians  pick  up 
their  pen  and  write  about  this  period  they  will  say  that  you  were 
largely  responsible  for  health  care  reform  in  America. 

Now,  my  question  is  very  simple.  In  the  inner  cities  providers 
must  face  high  crime  and  serious  health  problems.  In  rural  areas 
also  as  in  the  inner  cities  resources  are  limited,  so  I  am  deeply  con- 
cerned about  how  the  proposed  plan  would  impact  both  inner  city 
and  rural  citizens.  How  do  we  ensure,  how  do  we  guarantee  that 
these  people  receive  universal  and  quality  health  care? 

Mrs.  Clinton.  Well,  Mr.  Lewis,  that  is  one  of  the  key  issues  fac- 
ing this  country  because  in  our  underserved  urban  and  rural  areas 
we  have  literally  millions  of  Americans  who  are  basically  denied 
health  care  because  there  are  not  providers  there  and  they  have  no 
insurance  to  give  them  the  resources  to  be  able  to  pay  for  their 
care.  We  have  a  series  of  proposals,  including,  once  again, 
reinstituting  and  strengthening  the  national  service  corps  of  health 
care  providers  so  that  doctors  and  nurses  and  others  will  have 
their  loans  paid  back  and  will  be  encouraged  to  go  into  urban  and 
rural  areas  where  there  are  not  health  care  professionals  now. 

We  also  want  to  see  technology  used  to  link  areas  where  there 
are  not  enough  providers  with  those  where  there  are,  to  provide  the 
kind  of  specialty  care,  but  mostly  we  think  we  will  for  the  first  time 
have  a  market  in  which  everyone  will  bring  with  him  or  her  ade- 
quate funding  so  that  they  will  be  able  to  therefore  create  a  de- 
mand which  will  be  met  by  health  care  providers. 

We  also  believe,  though,  we  must  look  at  making  sure  that  alli- 
ances and  accountable  health  plans  do  not  discriminate  against  any 
area  geographically  or  any  population,  and  we  intend  to  put  in  pro- 
tections against  that. 

Mr.  Lewis.  Thank  you  very  much. 

Chairman  Rostenkowski.  Mr.  Santorum. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mrs.  Clinton.  I  have  two  quick  followup  questions. 
You  responded  to  one  of  the  earlier  questioners  that  your  full  plan 
would  not  be  implemented  for  several  years  and  there  would  be 
certain  reforms  that  could  take  place  immediately,  like  insurance 
reform  and  others.  Would  you  and  the  administration  be  amenable 
to  actually  doing  that  in  two  phases?  In  other  words,  doing  some- 
thing immediately,  and  then  waiting  for  a  longer  debate,  maybe 
later  next  year  or  the  following  year,  to  pass  a  more  comprehensive 
reform  of  the  system? 

Mrs.  Clinton.  No. 

Mr.  Santorum.  OK.  See,  I  ask  easy  questions,  Mr.  Chairman. 

Number  two,  in  a  followup  to  Mr.  McDermott's  question  about 
the  number  of  people  that  may  in  fact  fall  through  the  cracks  on 
this  system.  Have  you  folks  done  any  analysis  of  what  percentage 
of  Americans  will  still  be  uninsured  under  your  proposal,  including 
homeless  people,  people  who  have  dropped  out  of  the  system?  What 
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percentage  are  still  going  to  end  up  in  the  emergency  room  without 
care,  and  without  an  insurance  card? 

Mrs.  Clinton.  A  very  small  percentage,  Congressman.  We  have 
done  the  best  analysis  we  can  on  that,  and  we  have  also  looked  at 
Hawaii,  which,  as  you  know,  has  an  employer-employee  mandate, 
and  they  cover  all  but  about  2  or  3  percent  of  their  population. 
What  we  know  will  happen  is  there  will  be  people  who  are  home- 
less, who  have  perhaps  mental  health  problems  who  have  not  got- 
ten into  the  system,  but  as  they  show  up  for  care  they  will  be  incor- 
porated into  the  system.  We  have  enough  funding  in  the  system, 
we  believe,  to  be  able  to  take  care  of  their  needs. 

Mr.  Santorum.  Under  time,  Mr.  Chairman. 

Chairman  Rostenkowski.  Thank  you,  Mr.  Santorum. 

Mr.  Payne. 

Mr.  Payne.  Thank  you  very  much,  Mr.  Chairman,  and  thank  you 
very  much,  Mrs.  Clinton,  for  taking  up  the  task  of  reforming  our 
Nation's  health  care  system.  I  look  forward  to  working  with  you 
and  with  the  administration  to  insure  that  we  implement  this  with- 
in this  Congress. 

I  represent  a  very  diverse  Congressional  District.  The  University 
of  Virginia  Medical  Center  is  in  my  district,  one  of  the  finest  in  the 
country.  I  have  13  of  17  rural  counties,  though,  that  have  been 
classified  by  HHS  as  medically  underserved  areas.  I  am  pleased 
that  the  plan  does  look  at  rural  areas  and  the  special  needs  that 
exist  there. 

I  am  troubled,  though,  by  one  aspect  of  the  President's  plan,  and 
that  is  the  reliance  on  the  tax  of  tobacco  and  tobacco  products  in 
order  to  finance  health  care  reform.  I  believe  that  there  are  some 
fundamental  questions  as  to  the  fairness  and  equity  of  singling  out 
one  product  grown  in  rural  areas  in  one  section  of  the  country 
which  will  bear  the  burden  of  paying  for  and  generating  new  reve- 
nues for  the  health  care  system.  I  have  some  5,000  tobacco  farmers 
in  my  district  who  rely  on  their  product  to  support  their  families, 
and  I  would  like  to  ask  this  question:  Can  we  continue  to  work  to- 
gether, will  the  administration  be  open  to  discussing  the  source  of 
financing  for  the  health  care  system  and  open  to  discussing  the 
amount  of  the  increase  on  tax  on  tobacco  and  tobacco  products? 

Mrs.  Clinton.  Mr.  Payne,  I  want  to  assure  vou  and  the  tobacco 
growers  in  your  district  that  the  President  and  the  administration 
are  sensitive  to  the  economic  burdens  that  they  will  confront  when 
faced  with  additional  taxation.  That  is  one  of  the  reasons,  as  vou 
know,  that  the  administration  supported  the  domestic  content  leg- 
islation that  was  part  of  the  budget  reconciliation  bill  to  try  to  in- 
sure that  domestic  tobacco  growers  were  treated  fairly  by  the  big 
tobacco  manufacturing  concerns.  And  I  hope  that  the  growers  in 
your  district  know  of  your  support  for  that  and  the  fact  that  the 
President  supported  it  as  well  so  that  we  can  try  to  have  at  least 
a  more  level  playing  field  against  imported  and  foreign  tobacco. 
But  it  is  the  President's  belief,  even  though  we  want  to  be  sensitive 
and  we  want' to  do  things  like  domestic  content  to  try  to  under- 
stand and  support  the  growers,  that  tobacco  is  the  only  product 
that  if  used  as  directed  can  have  such  damaging  health  con- 
sequences. It  is  particularly  damaging  to  young  people,  and  we 
hope  the  price  sensitivity  of  tobacco  products  will  discourage  young 
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people  from  using  them.  We  have  tried  very  hard  to  balance  our 
concerns  about  the  tobacco  growers,  whom  I  know  and  you  know 
often  are  not  big  growers  but  small  growers  with,  several  dozen 
acres  of  tobacco  against  both  the  health  consequences  of  tobacco 
use,  the  need  to  discourage  use  among  young  people,  and  the  belief 
that  tobacco  taxes  are  a  fair  way  to  support  nealth  care.  But  as  al- 
ways, this  President  will  have  an  open  door  and  will  be  willing  to 
talk,  but  there  will  be  a  tobacco  tax  as  part  of  this  legislation  for 
the  reasons  I  have  just  enumerated. 

[The  following  was  subsequently  received:] 
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WRITTEN  QUESTIONS  SUBMITTED  FOR  HILLARY  RODHAM  CLINTON  FROM 
REPRESENTATIVE  L.F.  PAYNE,  WAYS  AND  MEANS  HEARING  9/28/93 

FINANCING  THE  PLAN: 

Medicare/Medicaid  Savings.   The  Draft  plan  calls  for  financing 
the  bulk  of  reform  through  savings  in  the  Medicare  and  Medicaid 
programs  -  $238  billion  over  7  years.   Under  the  1993 
Budget-Reconciliation  Act,  Congress  was  only  able  to  come  up 
with  $56  billion  in  savings  over  5  years  for  these  programs. 
How  do  you  expect  to  obtain  such  savings?  Won't  such  drastic 
cuts  adversely  affect  beneficiary  care? 

Tobacco  Tax.   The  President's  proposal  plans  to  raise  $105 
billion  dollars  through  "sin  taxes".   The  President  indicated  in 
his  joint  address  to  Congress  that  tobacco  will  be  targeted  for 
such  a  tax.   The  Tobacco  Institute  estimates  that  a  75  cent 
increase  in  the  cigarette  tax  would  result  in  a  12%  decline  in 
the  retail  market  for  cigarettes  and  would  cost  273,000  job. 
What  does  the  administration  propose  for  an  increase  in  the  tax 
on  tobacco?   Does  the  President  also  plan  to  raise  the  federal 
tax  on  liquor  and  beer  as  part  of  the  "sin  tax"  revenues? 
-    The  plan's  reliance  on  "sin  taxes"  would  result  in 
declining  revenues  in  later  years  as  consumption  of  heavily 
taxed  items  declines.   How  does  the  administration  plan  to  make 
up  for  this  gap  in  revenue? 

SMALL  BUSINESS: 

The  National  Federation  of  Independent  Business  has  estimated 
that  an  employer  mandate  would  create  severe  economic  problems, 
including  the  loss  of  as  many  as  1.5  million  private  sector 
jobs.   A  recent  Gallup  poll  also  indicated  that  85%  of  the 
small-business  owners  surveyed  oppose  proposals  that  would 
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require  employers  to  pay  80%  of  the  cost  of  health  insurance. 
Has  the  administration  studied  the  impact  of  such  an  employer 
mandate  on  small  businesses  and  their  ability  to  compete  and 
survive  in  the  economy?  Will  the  health  care  premium  caps  for 
small  businesses  be  permanent? 

RDRAL  HEALTH  CARE: 

The  most  significant  factor  limiting  access  to  health  care 
services  in  rural  areas  is  the  scarcity  of  physicians  in  rural 
areas.   Nearly  1/3  of  the  rural  population  in  the  U.S.  is 
without  adequate  primary  care,  thirteen  of  the  seventeen 
counties  in  my  district  are  classified  by  the  Department  of 
Health  and  Human  Services  as  medically  underserved.   How  will 
the  administration's  proposal  increase  access  to  health  care  for 
residents  of  rural  areas? 

How  will  the  proposal  provide  savings  in  rural  areas 
through  managed  competition  where  there  is  such  a  scarcity  of 
physicians  and  hospitals? 

Rural  Hospitals.   The  financial  viability  of  rural  hospitals  is 
threatened  due  to  rising  costs  and  competition  with  urban 
centers.   Hospital  closings  can  have  a  significant  impact  not 
only  on  access  to  hospital  care,  but  also  on  the  availability  of 
primary  care  services  since  communities  without  hospitals  have  a 
harder  time  attracting  and  retaining  health  care  professionals. 
How  will  the  President's  plan  ensure  that  rural  hospitals  remain 
viable  in  large  managed  care  networks?   Does  the  plan  envision 
closing  down  small  hospitals  and  sending  rural  patients  to  urban 
centers  for  treatment? 
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KESCELLANEOUS 

Cross-State  Medical  Care.   Under  the  Clinton  plan,  states  would 
be  responsible  for  establishing  one  or  more  regional  health 
alliances  which  will  represent  the  interests  of  consumers  and 
structure  the  market  for  health  care  services.   According  to  the 
draft  plan,  these  alliances  may  not  cross  state  lines.   My 
district  borders  on  North  Carolina  and  many  of  my  constituents 
receive  medical  treatment  out-of-state.   How  would  the  plan 
handle  cross-state  medical  treatment?  Would  residents  of  my 
district  be  allowed  to  enroll  in  a  North  Carolina  health  plan  if 
they  desired? 

Alternative  Health  Care.   Under  the  Clinton  plan,  health  plans 
will  enter  into  agreements  with  health  care  providers  to  deliver 
services.   These  health  plans  will  be  authorized  to  limit  the 
number  and  type  of  health  care  providers  who  participate  in  the 
health  plan.   The  large  managed  care  networks  envisioned  under 
the  plan  would  most  likely  resemble  todays  HMO's  and  would  be 
hospital  and  physician  dominated  entities,  as  HMOs  are 
currently.   Will  consumers  be  able  to  choose  the  type  of 
provider  they  desire  for  treatment  in  such  networks,  e.g. 
chiropractors,  actupuncturists,  and  homeopaths? 
Graduate  Medical  Education.   The  draft  proposal  provides  that 
after  a  five  year  phase-in  period,  at  least  50%  of  new 
physicians  will  be  trained  in  primary  care  rather  than  in 
specialty  fields.   How  will  this  goal  be  reached  in  such  a  short 
period  and  how  will  residency  programs  be  assigned  in  medical 
schools?  Will  individual  states  be  allowed  to  determine  the 
allocation  of  residency  positions?  Where  will  graduate  medical 
education  funds  come  from  and  how  will  the  allocation  be 
determined? 
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Administrative  Simplication  and  Performance  Reports.   The 
President's  draft  proposal  calls  for  administrative 
simplification  to  reduce  the  amount  of  paperwork  health  care 
providers  are  currently  required  to  perform.   However,  the 
President's  plan  also  requires  health  care  providers  and  plans 
to  report  information  for  the  National  Quality  Management 
Program  for  outcomes  research.   Won't  this  requirement  impose 
additional  administrative  requirements  on  physicians  which  will 
greatly  increase  the  amount  of  paperwork  for  their  practices? 

Payment  Scenarios.   The  health  care  plan  provides  that  families 
and  individuals  will  pay  20  percent  of  the  premium  for  an 
average  cost  health  plan  while  employers  will  pay  80  percent. 
It  appears  in  the  draft  plan  that  for  families  in  which  both 
parents  work,  both  employers  will  pay  80%  of  the  family  premium 
while  the  family  is  responsible  for  20%.   For  families  in  which 
both  parents  work  but  one  is  self-employed,  the  self-employed 
parent  must  pay  100%  of  the  family  premium  in  addition  to  the 
20%  paid  for  the  employed  spouse's  share.   Finally,  if  one 
parent  does  not  work,  the  family  would  only  be  responsible  for 
20%  of  the  family  premium.   If  this  is  the  case,  it  appears  that 
families  in  which  both  parents  work  would  be  paying  more  for 
health  care,  and  also  there  would  be  disincentives  for  persons 
to  start  their  own  businesses  out  of  the  home.   Could  you 
explain  how  premiums  will  be  paid  by  families,  and  whether  there 
are  such  disincentives  for  self -employment  in  the  plan? 
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Lewis  F.  Payne  (D-VA) 


QUESTION: 


How  will  the  Administration's  proposal  increase  access  to  health 
care  for  residents  of  rural  areas? 


ANSWER: 

The  President's  proposal  will  assure  universal  coverage  in  rural 
areas,  which  have  higher  proportions  of  uninsured  and 
underinsured.  It  is  well  known  that  universal  insurance  coverage 
and  market  reforms  alone  will  not  eliminate  all  barriers  to  care 
nor  will  it  ensure  quality.   In  order  to  meet  their  obligations 
to  provide  comprehensive  health  care  benefits,  health  plans  will 
require  assistance  and  financial  incentives  to  expand  into  low- 
population  areas  and  to  ensure  that  hard-to-reach  populations 
have  access  to  quality  care. 

Therefore,  the  proposal  features  a  series  of  Public  Health 
Service  access  initiatives  designed  to: 

Expand  capacity  by  increasing  the  supply  of 
practitioners,  practice  networks,  and  health  plans  in 
underserved  areas. 

•  Assist  alliances  and  health  plans  to  deliver 
culturally-sensitive  care  to  appropriate  populations. 

•  Achieve  accountzOjility  by  assuring  that  health  plans 
enroll  hard-to-reach  populations  and  meet  their 
personal  health  care  needs. 

•  Expand  by  five-fold  the  National  Health  Service  Corps 

to  reduce  the  shortage  of  primary  care  practitioners  in 
underserved  areas. 

•  Assist  organizations  and  professionals  supported  by 
public  funding  to  adapt  to  the  reformed  system. 
Integration  of  these  providers  into  practice  networks 
or  health  plans  will  ensure  that  they  receive  payment 
for  covered  services  from  plans.   It  will  also  provide 
them  with  critical  support  services  (administration, 
information  systems,  telecommunications,  specialty 
services)  to  improve  the  delivery  and  coordination  of 
care. 

Shift  the  emphasis  of  existing  public  funding  away  from 
the  delivery  of  services  covered  in  the  standard 
benefit  package  and  toward: 

Activities  designed  to  enable,  enhance,  and  ensure 
access  to  care  by  i.ddressing  persistent  barriers, 
especially  for  hard-to-reach  populations. 

Services  not  covered  in  the  benefit  package  but 
essential  to  prevent  morbidity  and  mortality  among 
certain  populations. 

Give  communities  the  flexibility  to  improve  access  to 
care  in  ways  that  build  on  existing  resources  and  that 
are  responsive  to  local  circumstances  and  needs. 
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QUESTION: 

How  will  the  Administration's  proposal  provide  savings  in  rural 
areas  through  managed  competition  where  there  is  such  a  scarcity 
of  physicians  and  hospitals? 

ANSWER: 

The  Health  Security  Act  is  a  unique  blend  of  multiple  proposals, 
and  allows  considerable  flexibility  for  the  State  to  decide  a 
structure  for  health  care  which  is  best  for  its  citizens. 
In  rural  areas,  where  there  are  scarce  resources,  a  system  of 
cooperation  may  serve  as  a  better  model  than  competition.   The 
Act  also  allows  states  to  choose  a  single  payer  system. 

QUESTION: 

How  will  the  President's  plan  ensure  that  rural  hospitals  remain 
viable  in  large  managed  care  networks?   Does  the  plan  envision 
closing  down  small  hospitals  and  sending  rural  patients  to  urban 
centers  for  treatment? 


ANSWER: 

The  plan  provides  funds  to  promote  the  establishment  of  provider 
networks  and  to  develop  linkages  with  other  health  care 
institutions.   Also,  grants  will  be  provided  to  the  Academic 
Health  Centers  to  assist  in  the  development  of  the  information 
and  referral  infrastructure  to  support  these  rural  networks. 
Taken  together,  we  expect  that  these  efforts  will  result  in 
improved  quality  of  care,  attracting  and  retaining  providers  in 
rural  areas . 

In  addition,  under  Title  III,  Subtitle  E,  Part  4  of  the  Health 
Security  Act,  payments  will  be  made  to  eligible  hospitals  serving 
vulnerable  populations. 

QUESTION: 

The  draft  proposal  provides  that  after  a  five  year  phase- in 
period,  at  least  50%  of  new  physicians  will  be  trained  in  primary 
care  rather  than  in  specialty  fields.   How  will  this  goal  be 
reached  in  such  a  short  period  and  how  will  residency  programs  be 
assigned  in  medical  schools? 


ANSWER: 

One  element  of  health  care  reform  is  to  increase  the  proportion 
of  resident  physicians  entering  primary  care  fields  rather  than 
specialty  practice,  from  about  30%  today  to  55%  (including 
Ob/Gyn)  after  a  five  year  phase-in. 

To  reach  this  goal,  a  National  Council  on  Graduate  Medical 
Education  will  be  named  by  the  Secretary  of  Health  and  Human 
Services.   The  Council  will  examine  national  needs  as  well  as 
special  community-level  factors  that  influence  the  health  care 
workforce . 

In  1997,  the  National  Council  will  make  recommendations  for 
reaching  the  goal  of  55%  primary  care  residencies  between  1998 
and  2003. 
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QUESTION: 

Will  individual  States  be  allowed  to  determine  the  allocation  of 
residency  positions? 


ANSWER: 

We  expect  that  between  now  and  1998,  activities  by  way  of 
institutions  and  individuals  will  produce  many  of  the  changes 
needed  in  the  physician  workforce.   This  means  that  the 
recommendations  of  the  National  Council  may  resemble  the 
residency  training  environment  at  that  point  in  time. 

If,  after  1997,  reductions  are  needed  in  the  total  number  of 
training  positions  or  the  proportion  of  positions  in  specialty 
areas  currently  in  oversupply,  the  National  Council's 
recommendations  would  become  part  of  the  workforce  allocation 
system  that  begins  in  1998. 

The  number  of  specialty  training  slots  would  drop  from  current 
levels  by  about  10%  over  each  of  the  five  years  in  the  phase-in 
period,  while  the  number  of  primary  care  positions  would  rise 
about  5%  each  year. 

The  national  council  would  make  specific  allocations  of  training 
positions,  as  needed.   At  this  point,  input  is  welcomed  as  to 
whether  the  National  Council's  methodology  should  be  based  on 
national,  regional.  State,  or  local  models,  and  whether  all 
specialties  and  regions  should  share  a  single  methodology. 

If  a  State  program  leads  to  changes  in  the  residency  training 
environment  that  closely  resemble  the  federal  goals,  it  seems. 
reasonable  that  the  National  Council  would  accept  the  State 
efforts  as  it  makes  its  own  recommendations. 
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QUESTION: 

Where  will  graduate  medical  education  funds  come  from  and  how 
will  the  allocation  be  determined? 


ANSWER: 


The  plan  includes  a  $5.8  billion  pool  that  will  replace  the 
current  Medicare  payments  for  Direct  Medical  Education  and 
the  current  indirect  subsidies  from  private  insurers  with  an 
all-payer  pool  to  support  graduate  medical  education  (GME) . 

Under  this  new  pool,  GME  payments  will  go  only  to  those 
programs  that  agree  to  follow  the  provisions  of  the 
workforce  allocation  system,  including  the  allocation  of 
specialty  training  slots  and  overall  positions. 

In  addition  to  the  GME  pool,  the  plan  includes  a  second  pool 
of  $3.8  billion  to  support  the  special  functions  of  academic 
health  centers  (AHCs)  and  their  teaching  hospitals. 

This  pool  will  replace  the  current  Medicare  payment  for 
Indirect  Medical  Education  (IME)  plus  similar  indirect 
subsidies  from  private  insurers.   It  will  help  support  the 
unique  features  of  AHCs  such  as  research,  training  and 
tertiary  patient  care  that  would  otherwise  be  uncompensated 
under  health  care  reform. 

Funding  for  both  pools  will  come  from  the  amounts  currently 
budgeted  under  Medicare  for  IME  and  DME  payments  plus  a  1.5% 
payment  on  health  insurance  premiums.   Distributions  under 
the  GME  pool  would  be  made  based  on  a  national  average  per- 
resident  amount,  while  payments  under  the  AHC  program  would 
be  based  primarily  on  a  resident-to-bed  ratio. 


QUESTION: 

Won't  this  requirement  (report  information  for  the  National 
Quality  Management  Program  for  outcomes  research)  impose 
additional  administrative  requirements  on  physicians  which  will 
greatly  increase  the  amount  of  paperwork  for  their  practices? 


ANSWER: 

No.   In  fact  it  will  reduce  this  work  load  tremendously.   The 
National  Quality  Management  Program  will  set  National  standards 
for  the  provision  of  services  by  health  plans  which  will  replace 
the  many  different  quality  standards  that  health  plans,  third- 
party  payers,  and  different  health  networks  impose  on  physicians 
today. 

In  addition,  the  standardization  of  forms  by  the  Council  will 
simplify  the  administration  of  health  services,  and  will  reduce 
the  paperwork  for  their  practice. 


45 


QUESTION: 

How  do  you  expect  to  obtain  such  savings  from  Medicare  and 
Medicaid?  Won't  such  drastic  cuts  adversely  affect  beneficiary 
care? 


ANSWER: 

Savings  achieved  through  health  care  reform  will  be  of  a 
different  nature  than  savings  achieved  through  the  current  budget 
process  because  there  will  be  a  balancing  of  both  private  and 
public  sector  expenditures  to  control  costs  rather  than  just  the 
Federal  savings  we  seek  to  achieve  thrpugh  reconciliation  acts. 
This  new  process  will  work  to  restrain  increases  in  both  public 
and  private  expenditures  and  will  not  compromise  the  current 
quality  of  care  received  by  beneficiaries. 

The  President's  plan  will: 

-  guarantee  a  comprehensive  benefit  package  to  all  and 
reduce  expenditures  for  uncompensated  care. 

-  remove  enormous  paperwork/ administrative  costs  from  the 
system. 

-  provide  incentives  and  financial  assistance  for 
providers  to  organize  into  more  effective  networks 
within  a  structured  budget. 

Approximately  half  of  these  savings  are  coming  from  either  an 
extension  of  expiring  authorities  for  current  reductions,  or  the 
elimination  of  programs  which  will  no  longer  be  needed  due  to 
health  care  reform.   For  example,  the  payments  to  hospitals  for 
uncompensated  care  will  no  longer  be  necessary  as  universal 
coverage  is  implemented  and  providers  receive  payments  for 
people  who  were  previously  uninsured. 
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QUESTION: 

What  will  be  the  employment  effects  of  the  health  insurance  mandate 
on  employment? 

ANSWER: 

The  employment  effects  of  health  care  reform  are  likely  to  be 
small. 

The  Council  of  Economic  Advisers  has  concluded  that  the  net  effect 
of  our  health  plan  on  aggregate  employment  is  likely  to  be  small; 
the  estimates  suggest  a  range  of  plus  or  minus  one-half  of  1 
percent  of  the  aggregate  enploymer.  .  level.  Neither  the  models  nor 
the  data  that  would  be  required  to  yield  a  precise  estimate  of  the 
employment  effects  of  health  care  reform  are  available.  In  the 
absence  of  an  appropriately  specified  model,  one  can  generate 
either  small  net  positive  or  small  net  negative  effects  of  our  plan 
on  employment,  depending  of  the  assumptions  one  is  willing  to  make 
in  using  existing  models. 

The  Employee  Benefit  Research  Institute  has  also  released  a  study 
that  estimates  employment  effects  in  the  same  range  as  the  Council 
of  Economic  Advisers.  Using  a  variety  assumptions,  EBRI  produced 
a  range  of  estimates  on  the  employment  effects  of  the  Health 
Security  Act  ranging  from  666,000  jobs  created  to  168,000  jobs 
lost. 

While  the  initial  employment  effects  of  the  Health  Security  Act 
will  be  small,  we  believe  that  over  time,  as  business  spending  on 
health  care  falls,  the  factors  encouraging  an  increase  in 
employment  and  wages  are  likely  to  strengthen. 
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QUESTION: 

How  would  the  plan  handle  cross-state  medical  treatment? 

ANSWER: 

Under  the  President's  plan,  cross-state  medical  care  will  be 
simple:  a  health  plan  can  contract  with  any  provider,  regardless 
of  location.   Health  plans  in  your  state  can  include  providers 
located  in  a  different  state  just  as  they  can  today. 

Thus,  while  your  constituents  will  not  be  able  to  enroll  in  a 
health  plan  offered  by  the  North  Carolina  alliance,  there  will  be 
no  need  for  them  to  do  so:  they  can  choose  a  plan  in  your  state 
that  uses  providers  in  North  Carolina  just  as  they  can  today. 

In  addition,  the  mandatory  point-of -service  option  means  that 
even  your  constituents  who  elect  to  enroll  in  closed-panel  HMOs 
can  use  out-of-state  providers,  simply  by  choosing  the  HMO's 
point-of -service  plan  and  exercising  the  point-of -service  option. 

This  substantially  improves  options  and  choice  for  individuals, 
beyond  what  is  available  today. 

QUESTION: 

Will  consumers  be  able  to  choose  the  type  of  provider  they  want 
for  treatment,  e.g.,  chiropractors,  acupuncturists  and 
homeopaths? 

ANSWER: 

The  comprehensive  benefits  package  covers  services,  not 
particular  types  of  providers.   For  services  in  the  comprehensive 
benefits  package,  health  plans  will  be  free  to  include  any  health 
care  provider  licensed  by  the  State. 

o    If  the  enrollee  chooses  a  fee-for-service  plan,  all 
providers  licensed  by  the  State  will  be  available. 

o    Each  network-based  plan  will  assess  its  enrollees' 
needs  and  desires,  and  include  the  best  mix  of 
providers  for  that  enrollee  group.   However,  if  a 
network-based  health  plan  does  not  offer  the  type  of 
providers  a  particular  enrollee  would  like  to  use,  that 
enrollee  can  exercise  the  plan's  point-of-service 
option,  and  go  out  of  network  for  care. 

Finally,  consumers  are  free  to  purchase  services  not  covered  in 
the  basic  benefits  package  from  whomever  they  see  fit. 
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QUESTION: 

What  does  the  administration  propose  for  an  increase  in  the  tax 
on  tobacco? 

ANSWER: 

The  cigarette  tax  will  be  raised  by  75  cents  from  $0.24  to  $0.99 
on  October  1,  1994.   Taxes  on  other  tobacco  products,  such  as 
cigars  and  chewing  tobacco,  will  increase  in  amounts  comparable 
to  the  increase  in  the  cigarette  tax. 


**  Please  review  carefully. 


QUESTION: 

Does  the  President  also  plan  to  raise  the  federal  tax  on  liquor 
and  beer  as  part  of  the  "sin  tax"  revenues? 

ANSWER: 

No. 


QUESTION: 

The  plan's  reliance  on  "sin  taxes"  would  result  in  declining 
revenues  in  later  years  as  consumption  of  heavily  taxed  items 
declines.   How  does  the  administration  plan  to  make  up  for  this 
gap  in  revenue? 

ANSWER: 

The  expected  declines  in  consumption  are  incorporated  into  the 
revenue  estimates,  so  that  there  is  no  "gap". 
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Chairman  Rostenkowski.  Mr,  Hoagland  will  inquire. 

Mr.  Hoagland.  Let  me  add  my  kudos,  Mrs.  Clinton,  to  the  ef- 
forts of  you  and  vour  staff  and  tne  Health  Care  Task  Force  that 
have  placed  health  care  reform  on  the  national  agenda  where  it  be- 
longs. I  have  long  felt  that  one  of  the  major  defects  of  the  Medicare 
program  is  a  lack  of  emphasis  on  preventive  care.  For  instance. 
Medicare  does  not  pay  for  annual  preventive  physical  exams.  It 
waits  until  our  senior  citizens  are  sick  before  providing  physician 
services,  and  by  then,  of  course,  their  condition  is  often  advanced. 
It  is  more  expensive  to  treat  and  less  likely  to  be  cured. 

I  have  introduced  legislation  for  3  years  now  to  expand  the  Medi- 
care program  to  include  a  physical  exam.  I  am  particularly  inter- 
ested in  the  aspects  of  your  program  which  encourage  preventive 
care  and  lifestyle  changes  to  make  people  healthier,  and  I  wonder 
if  you  might  elaborate  on  those. 

Mrs.  Clinton.  Mr.  Hoagland,  we  believe  so  strongly  in  primary 
and  preventive  health  care.  We  think  it  is  good  for  the  individual 
and  we  think  it  is  good  for  the  health  care  system.  It  is  both  phys- 
ically very  good,  and  also  economically  because  we  think  we  will 
save  money,  which  is  why  in  the  benefits  package  that  we  are  pro- 
posing to  be  guaranteed  to  every  American,  we  emphasize  primary 
preventive  health  care.  It  is  also  why  we  are  going  to  encourage 
medical  schools  to  begin  doing  what  they  can  to  encourage  more 
young  people  to  go  into  primary  care. 

We  have  examples  around  the  country  where  that  will  make  a 
difference.  In  fact,  if  you  look  at  the  Medicare  admissions  and  if 
you  look  at  admissions  of  the  under  65  population,  hospital  admis- 
sions oflen  correlate  with  the  number  of  specialists  that  are  in  a 
particular  area.  Often  there  is  no  discernible  difference  in  the  kind 
of  treatment  that  is  given  in  one  community  and  another  commu- 
nity in  terms  of  quality  and  outcome  except  that  in  one  community 
there  are  more  primary  and  preventive  care  physicians  as  opposed 
to  specialists,  so  our  balance  has  gone  wrong. 

We  have  70  percent  specialists,  30  percent  primary  care  physi- 
cians. We  need  to  move  toward  50-50,  and  we  believe  we  can  do 
that  without  in  any  way  undermining  either  quality  or  care  and  ac- 
cess for  the  entire  population. 

Mr.  Hoagland.  Thank  you. 

Chairman  Rostenkowskl  Mr.  Running  will  inquire. 

Mr.  Running.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I  do  agree  with  you  that  something  needs  to  be 
done.  I  just  have  serious  doubt  that  the  administration's  plan,  as 
we  have  discussed  it,  is  the  way  to  go.  I  will,  however,  wait  for  the 
plan  in  bill  form  to  make  any  kind  of  decision  about  it. 

My  concern  is,  as  the  humorist  P.J.  O'Rourke  mentioned  re- 
cently, if  you  think  health  care  is  expensive  now,  wait  till  you  get 
it  for  free.  Following  up  on  Mr.  Payne's  comments,  the  administra- 
tion claims  it  wants  to  tax  smokers  to  make  them  pay  for  part  of 
the  new  system,  raising  about  $105  billion  over  5  years  of  the  $730 
billion  of  the  total  cost.  If  revenues  from  taxing  cigarettes  decline, 
do  you  think  the  administration  would  consider  taxing  other  like 
substances,  like  caffeine,  cholesterol,  salt,  sugar,  alcohol? 

Mrs.  Clinton.  Mr.  Running,  first  of  all,  there  is  no  free  lunch  in 
this  health  care  plan.  It  is  not  going  to  be  free.  Everybody  is  going 
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to  be  paying  something,  even  people  who  are  on  Medicaid  now  will 
be  paying  something  if  they  work,  unlike  today,  and  we  think  that 
is  a  big  step  forward  for  responsibility. 

Second,  we  don't  take  just  taxes  on  tobacco,  we  are  also  looking 
at  assessing  those  corporations  that  are  going  to  continue  to  be 
self-insured  because  there  will  be  certain  benefits  in  the  health 
care  system,  such  as  the  funding  for  academic  health  care  centers 
that  we  believe  they  should  be  part  of  supporting.  If  there  is  a  way 
that  you  can  ever  come  up  with  to  tax  suostances  like  the  ones  you 
have  just  named,  we  will  be  glad  to  look  at  it.  I  have  not  seen  any 
that  would  be  realistically  implemented,  but  again  I  would  repeat 
that  tobacco,  insofar  as  we  are  aware,  is  the  only  substance  that 
if  used  correctly  as  directed  has  these  health  care  benefits.  Neither 
alcohol  nor  caffeine  or  the  others  if  used  in  moderation  or  in  small 
amounts  are  proven  to  have  the  same  kind  of  effects. 

Chairman  RosTENKOWSKi.  Mr.  McNulty  will  inquire. 

Mr.  McNuLTY.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I  want  to  join  with  my  colleagues  in  commending 
you  for  your  outstanding  work,  and  in  saluting  the  President  for 
having  the  guts  to  tackle  this  very  complicated  issue.  In  our  pre- 
vious discussions  I  have  raised  with  you  the  issue  of  treatment  for 
the  disease  of  addiction  to  alcohol  and  other  drugs.  I  think  that  the 
evidence  is  very  clear  that  lack  of  such  treatment  results  in  tre- 
mendously increased  health  care  costs,  loss  of  productivity  on  the 
job,  lost  wages,  and,  heaven  forbid,  if  someone  gets  involved  in  the 
criminal  justice  system,  tremendous  taxpayer  costs  there. 

I  have  spoken  to  you  before  about  New  York  State  and  the  new 
prison  cells  that  we  have  been  building  in  recent  years.  It  costs 
$100,000  per  cell  for  every  new  cell  we  are  building,  and  between 
$25,000  and  $30,000  a  year  per  inmate  to  keep  them  incarcerated. 
It  seems  to  me  that  if  we  could  catch  people  in  the  early  stages  of 
their  addiction,  we  could  save  a  lot  of  these  costs. 

Now,  I  understand  that  there  is  some  coverage  provided  in  your 
proposal,  which  will  be  expanded  in  later  years.  I  just  wanted  to 
ask  for  the  record  if  you  could  briefly  explain  what  that  coverage 
will  be. 

Mrs.  Clinton.  Mr.  McNulty,  we  agree  with  you  100  percent  that 
if  we  do  not  provide  for  substance  abuse  treatment  and  we  don't 
provide  for  mental  health  treatment  we  are  not  dealing  with  health 
care  problems.  For  too  long  they  have  been  put  out  on  the  margins 
and  viewed  as  not  related  to  the  overall  health  care  issues  con- 
fronting us,  and,  in  fact,  it  is  not  just  the  problems  themselves,  it 
is  the  impact  they  have  on  underlying  health  problems  and  I  think 
that  needs  to  be  emphasized.  Oftentimes  hospital  admissions  and 
length  of  stay  are  determined  not  just  by  whatever  the  physical  ail- 
ment is,  but  by  the  complications  caused  by  underlying  alcoholism 
or  drug  abuse,  and  so  we  think  we  need  to  treat  those  in  order  to 
get  health  care  costs  down  as  well  as  to  treat  the  individual  prob- 
lems that  they  represent.  And  in  the  comprehensive  benefits  pack- 
age we  are  proposing  that  there  will  be  for  the  first  time  guaran- 
teed coverage  for  mental  health  and  substance  abuse. 

We  have  worked  very  hard  to  make  it  a  good  beginning.  It  is  not 
adequate  to  meet  the  demand  that  is  out  there,  but  it  will  at  least 
provide  a  guaranteed  base,  and  then  I  would  imagine  there  would 


51 

be  a  supplemental  insurance  market  as  well  as  the  public  health 
system  that  will  be  available  to  add  on  to  that  for  individuals  that 
have  particular  needs. 

Mr.  McNuLTY.  Thank  you. 

Chairman  ROSTENKOWSKI.  Mr.  Reynolds  will  inquire. 

Mr.  Reynolds.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  let  me  join  my  colleagues  in  saying  that  I  think  you 
have  done  an  outstanding  job  and  the  administration  is  to  be  really 
rewarded  for  its  efforts  m  this  area.  For  too  long  in  this  country 
y/e  haven't  had  this  kind  of  a  system.  I  do  have  some  concerns, 
however.  I  have  listened  to  your  testimony  this  morning,  and  I 
heard  a  particular  phrase  in  relating  to  Mr.  Payne's  question  about 
tobacco.  You  said  if  used  as  directed  that  cigarette  smoking  and  to- 
bacco has  a  severe  impact  on  our  health  care  system. 

If  a  Tech-9  semiautomatic  weapon  is  used  as  directed,  it  will 
have  a  severe  impact  on  our  health  care  system.  Last  year  there 
was  $1.5  to  $4  billion  in  health  care  impact  on  our  system.  Has  the 
administration  or  is  the  administration  considering  including  a  tax 
on  firearms,  and  if  not,  to  include  in  paying  for  the  health  care  sys- 
tem, and  if  not,  can  we  work  together  to  look  at  this  further  down 
the  road? 

Mrs.  Clinton.  Mr.  Reynolds,  we  very  much  respect  the  proposal 
that  you  have  come  up  with  and  have  really  worked  to  develop,  and 
we  will  continue  to  work  and  consult  with  you  about  it.  We  are  not 
including  it.  I  think  the  President's  preference  is  to  get  semiauto- 
matic weapons  out  of  the  hands  of  people  who  are  killing  them- 
selves and  each  other  with  them,  and  to  take  the  kind  of  steps  that 
we  need  as  a  Nation  to  put  an  end  to  this  senseless  violence  that 
is  not  only  causing  great  human  tragedy,  but  as  you  have  correctly 
pointed  out  causing  unnecessary  health  care  costs. 

Violence  is  a  public  health  problem,  and  in  many  respects  it 
ranks  at  the  very  top  because  the  leading  cause  of  death  among 
young  men  of  a  certain  age  now  is  murder,  and  then  we  have  all 
of  those  costs  associated  with  the  individuals  who  are  not  killed, 
but  who  suffer  grievous  wounds  and  long-term  injuries  that  we 
then  pay  for  one  way  or  the  other,  so  we  are  committed,  as  you  are, 
to  trying  to  eliminate  the  level  of  violence  in  this  country  both  as 
a  moral  matter,  but  also  as  a  health  care  imperative. 

Chairman  ROSTENKOWSKL  Mr.  Grandy  will  inquire. 

Mr.  Grandy.  Thank  you,  Mr.  Chairman. 

Mrs.  Clinton,  as  we  move  from  the  principles  articulated  by  the 
President  last  week  to  the  program  you  designed  with  your  staff 
which  we  will  consider,  I  want  to  say  that  I  am  impressed  not  just 
with  the  awareness  you  have  created  on  this  issue  but  also  with 
the  understanding  that  has  begun  even  at  the  grassroots  level  of 
the  details  of  this  program.  That  leads  me  to  ask  a  responsibility 
question  about  the  six  principles. 

There  are  two  areas  addressed  this  week  at  town  meetings  that 
I  would  like  you  to  comment  upon.  One  is  the  10-year  grace  period 
for  corporations  and  unions  to  extend  very  generous  health  benefit 
plans  lor  a  much  longer  period  than  negotiated  in  a  contract.  The 
second  is  the  transfer  of  responsibility  from  corporations  to  the 
public  sector  for  early  retirees.  Those  are  two  segments  in  your  pro- 
posal. 
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Here  is  the  question.  What  is  the  cost  of  those  two  attempts  to 
transfer  responsibility  and  in  some  cases  forego  revenue,  and  are 
these  items  negotiable  in  terms  of  scaling  down  costs  to  pay  for 
benefits  or  provide  access  earlier? 

Mrs.  Clinton.  Mr.  Grandy,  yes,  how  we  do  these  are  certainlv 
negotiable.  What  we  are  attempting  to  do  in  the  first  instance  with 
the  grace  period  is  to  avoid  imposing  a  tax  on  people  who  have  ba- 
sically forgone  wage  increases  by  having  health  benefits  increased. 
It  is  a  very  difficult  problem  that  we  confront  because  what  we 
have  seen  in  our  economy  over  the  last  decade  is  that  real  wages 
have  stayed  largely  flat,  and  where  the  increase  in  compensation 
has  come  in  increasing  benefits  which  have  had  to  increase  faster 
than  they  should  have  oecause  of  the  inflated  cost  of  those  benefits. 

We  don't  want  to  tax  the  middle  class.  And  it  is  not  just  nego- 
tiated bargaining  contracts,  it  is  many  employers  who  have  been 
willing  as  a  competitive  device  to  provide  benefits  that  they  would 
not  otnerwise  have  had  to  and  which  may  for  some  period  of  time 
exceed  the  guaranteed  benefits  package.  So  we  believe  the  fair 
thing  to  do  is  to  give  notice  to  these  employers  and  employees  after 
a  certain  date  they  will  no  longer  get  tax  preference  for  any  bene- 
fits above  the  comprehensive  benefits  package.  How  soon  we  get 
there  and  how  quickly  we  can  implement  that  without  the  kind  of 
tax  increase  that  it  would  result  in  to  many  people  is  something 
we  will  show  you  our  figures  on  and  talk  about  because  we  want 
to  reach  a  fair  and  equitable  resolution. 

With  respect  to  the  retirees,  we  have  costed  that  out  at  about 
$4.5  billion.  There  are  several  ways  of  looking  at  this  issue.  One 
is  that  for  many  employers  who  have  large  retiree  costs,  they  have 
been  the  most  responsible  businesses  in  our  country.  They  have  ba- 
sically assumed  a  huge  social  cost  not  only  in  direct  dollars  in 
terms  of  insuring  their  employees  and  their  retirees,  but  also  in 
subsidizing  many  other  sectors  of  the  economy  that  refuse  to  or  ne- 
glected to  insure  their  employees  because  those  employees  were 
married  to  people  who  were  taken  care  of  by  employers  who  bore 
more  responsibility,  so  there  has  been  a  direct  cost  and  an  indirect 
cost. 

Huge  sectors  of  our  economy  have  been  subsidized  and  able  to 
provide  either  very  low  or  no  benefits  because  they  have  hired 
spouses  of  people  who  have  been  given  big  benefits.  We  even  have 
companies  that  have  been  giving  cash  bonuses  to  spouses  not  to  go 
on  their  plan  but  instead  to  let  their  employers,  the  spouse's  em- 
ployer bear  the  full  cost,  so  we  think  there  has  been  a  real  showing 
of  responsibility  that  has  distorted  the  economy  to  the  disadvan- 
tage of  many  of  the  businesses  that  have  borne  the  larger  cost. 

Now,  how  fast  we  do  that,  the  number  of  retirees  that  are  cov- 
ered, the  extent  of  the  coverage,  the  sharing  of  the  responsibility, 
all  of  that  is  something  that  we  want  to  be  sure  works  out  and  we 
will  be  happy  to  talk  to  you  about. 

Mr.  Grandy.  OK. 

[The  following  was  subsequently  received:] 

Benefits  beyond  the  basic  benefit  package  remain  tax  preferred  to  the  employee 
if  they  are  part  of  a  benefit  plan  until  the  year  2002.  They  become  taxable  income 
to  the  employee  beginning  in  2003. 

Chairman  Rostenkowski.  Mr.  Coyne  will  inquire. 
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Mr.  Coyne.  Thank  you,  Mr.  Chairman. 

Welcome,  Mrs.  CHnton.  Thank  you  for  your  testimony  and  your 
very  comprehensive  statement.  I  see  no  reference  in  the  prelimi- 
nary reports  of  the  plan  to  the  National  Institutes  of  Health  or  bio- 
medical research.  It  has  been  suggested  that  possibly  a  $5  sur- 
charge on  monthly  premiums,  might  be  used  to  provide  for  our 
medical  research  costs,  and  what  is  our  plan  for  the  unemployed, 
the  20  million  unemployed  that  we  have  in  our  country  today? 

Mrs,  Clinton.  Well,  Mr.  Coyne,  we  believe  in  enhancing  our  re- 
search capacity,  and  we  do  have  funds  earmarked  for  that,  but  I 
agree  with  you  that  if  we  can  get  a  steady  stream  of  funding  into 
our  research  institutions,  we  are  likely  to  save  money  again  in  the 
long  run  by  finding  cures  and  by  making  other  decisions  that  will 
enhance  health,  and  we  will  be  glad  to  look  at  the  idea  you  just 
presented  as  well  as  any  others. 

The  unemployed  will  be  federally  subsidized.  Because  the  unem- 
ployed will  sometimes  work  part  of  the  year,  but  not  all  of  the  year, 
when  they  work  they  and  their  employer  will  make  a  proportionate 
payment  into  the  health  alliance.  The  time  of  the  year  when  they 
are  unemployed  they  will  have  a  Federal  subsidy,  but  we  think  a 
lot  of  the  unemployed  are  seasonally  unemployed.  They  are  periodi- 
cally unemployed.  They  come  in  and  out  of  the  labor  market,  so 
that  there  will  be  some  money  coming  in  from  them  and  their  em- 
ployers to  help  match  the  Federal  money  to  make  sure  that  they 
are  fully  covered. 

Mr.  Coyne.  But  as  you  know  and  as  everyone  knows  there  are 
a  lot  of  unemployed  that  haven't  for  a  long  time,  beyond  even  the 
52  weeks  of  benefits  that  they  get  in  compensation,  and  I  think 
they  need  to  be  attended  to. 

Mrs.  Clinton.  They  will  be.  They  will  be  members  of  the  alliance 
and  their  share  will  be  paid  for  by  the  Federal  Government. 

Chairman  ROSTENKOWSKI.  Mr.  Jefferson  will  inquire. 

Mr.  Jefferson.  ITiank  you,  Mr.  Chairman. 

Mrs.  Clinton,  I,  like  the  rest  of  the  committee  members,  want  to 
thank  you  for  your  leadership  in  this  area  and  coming  to  my  dis- 
trict and  the  others  around  the  country  to  inquire  of  our  citizens. 
Charlie  Rangel  and  John  Lewis  have  asked  questions  about  how 
health  care  reform  affects  the  inner  city  residents. 

I  want  to  ask  a  question  that  has  two  aspects.  One  is,  most  of 
the  primary  health  care  which  is  being  provided  now  is  being  pro- 
vided by  minority  physicians,  particularly  through  the  Medicaid 
program.  They  have  combined  themselves  as  small  cooperatives. 
They  are  concerned  about  how  they  will  be  able  to  manage  their 
affairs  when  it  looks  as  if  the  small  groups  are  going  to  be 
squeezed  in  this  plan. 

The  second  is  there  is  a  promise  in  the  outline  I  have  seen  of  in- 
frastructure support  for  public  hospitals  and  clinics.  Could  vou 
please  tell  me  how  the  details  of  that  might  be  developed  and  then 
comment  on  the  earlier  part  about  how  the  small  physician  groups 
might  operate  in  a  larger  plan. 

Mrs.  Clinton.  Mr.  Jefferson,  let  me  answer  the  first  question 
orally  and  the  second  in  writing  because  I  can't  possibly  meet  the 
chairman's  deadline  trying  to  do  both  of  those,  if  that  would  be  all 
right.  With  respect  to  minority  providers,  solo  practitioners,  and 
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others  in  both  rural  and  urban  areas,  we  anticipate  several  advan- 
tages in  the  proposal  that  we  have. 

First,  in  every  region  of  the  country  there  will  be  guaranteed  in 
every  alliance  a  network  for  all  physicians  to  be  members  so  that 
no  physician  will  be  shut  out  from  being  able  to  compete  for  the 
business  of  all  of  us  who  will  put  our  health  insurance  premiums 
into  these  large  pools.  There  will  be  a  guaranteed  network  on  a  fee- 
for-service  model,  just  as  current  medicine  operates  in  most  areas. 

Second,  there  will  be  no  permitted  discrimination  against  any 
physicians  from  joining  more  than  one  plan  if  that  physician  choos- 
es to  do  so,  so  that  a  physician  could  be  both  a  member  of  the  fee- 
for-service  network  and  a  preferred  provider  organization  for  exam- 
ple, and  there  would  be  no  penalty  or  prohibition  against  that.  We 
also  anticipate  and  have  had  conversations  with  the  National  Medi- 
cal Association,  with  representatives  of  Hispanic  physicians  and 
others  as  to  how,  when  accountable  health  plans  come  in  and  bid 
for  our  business,  they  will  find  it  in  their  interest  to  make  alliances 
with  and  to  have  those  physicians  as  part  of  their  networks.  In 
order  to  serve  the  populations  that  are  already  used  to  receiving 
care  from  certain  physicians,  the  health  plans  will  want  those  phy- 
sicians to  be  affiliated  with  them  so  that  it  is  more  likely  when  an 
individual  comes  to  sign  up  for  a  plan,  if  they  know  the  name  of 
the  doctor  or  the  name  of  the  clinic  that  they  are  familiar  with  they 
are  more  likely  to  sign  up  for  that  plan.  So  there  will  be,  as  I 
learned  when  I  was  in  New  Orleans  talking  with  representatives 
from  some  of  the  large  hospitals  and  clinics,  an  incentive  that  has 
never  existed  before  to  create  partnerships  and  relationships  with 
inner  city  physicians  and  rural  physicians  to  make  them  parts  of 
these  networks. 

[The  following  was  subsequently  received:] 

The  Health  Security  Act  proposes  new  initiatives  under  Title  III,  subtitle  E,  to 
improve  access  to  health  services  for  urban  and  rural  medically  underserved  popu- 
lations through  the  development  of  qualified  community  health  plans  and  commu- 
nity health  networks.  The  new  programs  provide  grants,  contracts,  loans  and  loan 
guarantees  to  improve  access  to  these  populations  by  expanding  capacity  and  sup- 
porting the  provision  of  enabling  services,  for  example,  transportation,  translation, 
outreach,  et  cetera.  The  funds  may  be  used  for  planning,  training  and  development, 
capacity  expansion,  development  of  information  systems  and  other  purposes  to  be 
approved  by  the  Secretary. 

Public  hospitals,  traditionally  set  up  to  serve  only  as  a  safety  net  for  provision 
of  personal  medical  services  requiring  hospitalization,  now  struggle  to  provide  pri- 
mary, secondary  and  tertiary  care.  The  public  health  infrastructure  currently  cannot 
accommodate  all  of  the  needs  of  these  underserved  populations  because  of  severe  fi- 
nancial and  capacity  constraints.  The  populations  that  the  public  hospitals  serve  are 
usually  medically  underserved,  and  need  a  regular  source  of  primary  and  preventive 
care.  The  grants  will  be  used  to  develop  community  health  networks  and  qualified 
community  health  plans  whose  purpose  is  to  provide  the  comprehensive  oenefits 
package  to  underserved  populations. 

Chairman  ROSTENKOWSKI.  Mr.  Camp  will  inquire. 

Mr.  Camp.  Thank  you,  Mr.  Chairman,  and  thank  you,  Mrs.  Clin- 
ton. I  have  a  two-part  question  involving  primarily  farm  families. 
Specifically,  how  will  seasonal  and  migrant  workers  be  covered  and 
who  will  be  responsible  for  their  participation  in  a  regional  plan? 
Second,  many  farm  families  fall  under  the  self-employed  category. 
Will  the  payroll  tax  be  required  even  in  unprofitable  years  often 
not  a  result  of  anything  they  have  done  but  because  of  weather  or 
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other  conditions?  Can  they  continue  to  employ  the  small  number 
of  employees  they  have  and  continue  in  business? 

Mrs.  Clinton.  Well,  in  our  work  on  behalf  of  health  care  needs 
of  farm  families  in  particular,  we  believe  that  treating  a  farm  fam- 
ily as  a  small  business,  giving  them  100  percent  tax  deductibility 
for  their  health  insurance  costs,  and  capping  the  amount  of  money 
they  have  to  contribute  will  make  health  care  affordable  for  farm 
families  in  ways  it  has  never  been  before.  In  many  of  the  instances 
where  I  have  sat  down  and  actually  looked  at  the  bills  of  farm  fam- 
ilies and  sat  and  looked  at  their  records,  what  I  have  been  struck 
by  is  how  they  are  among  the  most  responsible  people  in  our  whole 
country. 

Oftentimes  they  make  enormous  sacrifices  to  be  insured.  Often 
they  send  a  member  of  the  family  off  to  work  in  a  business  where 
insurance  is  offered  which  then  hurts  the  farm,  but  they  at  least 
are  insured,  and  I  think  that  what  we  are  offering  will  be  very  ben- 
eficial. 

Now,  with  respect  to  seasonal  and  migrant  workers,  the  health 
care  benefits  will  be  available  to  legal  residents  and  citizens  of  this 
country,  and  that  is  a  decision  that  we  have  made  looking  at  all 
of  the  numbers.  Certainly  the  public  health  facilities,  the  emer- 
gency rooms  as  they  are  now  will  be  available  to  those  who  are  not 
currently  citizens.  Just  as  now  when  a  farm  family  pays  a  seasonal 
employee  who  is  a  citizen,  they  make  some  kind  or  report  or  their 
responsibility  shifts  to  the  individual  to  make  the  report  to  the  IRS 
about  wages.  If  the  individual  is  an  independent  contractor  as  op- 
posed to  an  employee,  then  that  individual  will  be  responsible  for 
his  or  her  health  care.  If  it  is  an  employee,  then  the  farmer  will 
be  responsible  for  the  proportion  of  time  that  the  individual  works 
for  him,  just  as  he  would  be  with  FICA  or  social  security  or  any 
other  payments  that  are  now  required,  but  the  caps  and  the  dis- 
counts would,  of  course,  apply  because  of  the  wage  of  the  worker. 

Chairman  RosTENKOWSKl.  Mr.  Neal  will  inquire. 

Mr.  Neal.  Thank  you,  Mr.  Chairman,  and  thank  you,  Mrs.  Clin- 
ton. I  think  we  have  all  agreed  you  have  done  a  superb  job  of  an- 
swering the  questions.  I  would  guess  in  your  next  life  that  we 
ought  to  submit  your  name  for  jeopardy. 

Mrs.  Clinton,  one  of  the  perceptions  we  are  going  to  have  to  over- 
come in  this  debate,  those  of  us  who  are  proponents  of  restructur- 
ing the  health  care  system,  is  the  suggestion  in  some  quarters  that 
we  are  going  to  be  subtracting  from  the  quality  of  health  care  for 
a  percentage  of  our  population. 

In  Massachusetts,  we  have  many  of  the  best  hospitals  in  the 
world,  and  this  is  going  to  be  part  of  the  debate,  but  like  Mr.  Ros- 
tenkowski  and  Mr.  Gephardt,  Congressman  McCrery  and  Speaker 
Foley,  I  have  a  Shriners  hospital  in  my  hometown  of  Springfield. 
They  don't  accept  any  (government  money,  no  insurance  pavments. 
They  are  funded  exclusively  through  charitable  contributions. 
There  is  no  other  totally  free  hospital  system  in  this  country  that 
I  am  aware  of,  and  the  Shriners  have  petitioned  me  on  behalf  of 
that  hospital  that  gives  extraordinary  care  to  anybody  to  raise  the 
question  of  you  whether  or  not  they  are  going  to  be  subjected  to 
a  host  of  new  rules,  regulations  or  paperwork  requirements  that 
don't  make  sense  for  a  hospital  that  doesn't  charge  its  patients,  and 


56 

if  you  could  speak  to  that  question  this  morning  it  would  be  much 
appreciated. 

Mrs.  Clestton.  That  is  the  first  time  I  have  ever  been  asked  that, 
Mr.  Neal,  and  my  response 

Mr.  Neal.  I  am  moved.  I  have  to  tell  you,  thank  you. 

Mrs.  Clinton.  My  response  is  I  surely  hope  not.  That  is  one  part 
of  the  system  that  is  not  broken,  and  we  ought  not  to  try  to  fix  it, 
and  if  tney  are  totally  subsidizing  the  care  that  they  provide  with- 
out any  Government  assistance  of  any  sort,  then  we  will  certainly 
do  what  we  can  to  make  sure  that  continues. 

Mr.  Neal.  I  hope  I  might  extend  an  invitation  to  you  to  visit  a 
Shriners  hospital,  although  I  assume  that  the  Chairman  will  lobby 
hard  for  Chicago.  He  might  prevail  over  me. 

Mrs.  Clinton.  I  have  actually  visited  the  Shriners  hospital  in 
Chicago.  I  share  that  hometown  with  the  Chairman. 

Mr.  Neal.  Thank  you  very  much,  Mrs.  Clinton. 

Chairman  Rostenkowski.  Mr.  Brewster  will  inquire. 

Mr.  Brewster.  Thank  you,  Mr.  Chairman.  First,  I  would  like  tc 
applaud  your  efforts  in  this  monumental  task.  As  a  person  who  has 
spent  most  of  my  life  in  health  care,  I  know  there  is  no  issue  more 
complicated  than  this  one.  For  many  of  us  small  business  mandates 
will  be  a  very  difficult  part.  As  a  person  who  has  been  in  small 
business,  I  know  worker's  comp  is  also  a  problem  for  small  busi- 
ness. 

I  would  hope  that  you  would  look  at  the  possibility  of  rolling  the 
two  together.  I  think  it  can  be  very  workable,  but  the  small  busi- 
ness subsidy  in  the  plan  I  notice  also  is  temporary.  I  don't  see  a 
time  frame  listed.  What  is  the  time  frame  you  are  considering  on 
subsidizing  small  business  low  income  type  business  in  this  plan? 

Mrs.  Clinton.  Mr.  Brewster,  we  may  very  well  have  to  extend 
that  beyond  what  is  normally  thought  of  as  temporary  because  we 
want  to  get  the  system  on  stable  footing.  As  a  friend  of  mine  said, 
sort  of  stabilize  tne  patient  and  make  sure  that  we  get  the  kinds 
of  savings  and  efficiencies  that  we  know  will  come  once  we  have 
a  better  organized  health  care  system,  but  we  certainly  don't  want 
to  do  anything  that  would  impose  unnecessary  burdens  on  small 
business  at  any  point  in  this  process. 

The  whole  hope  and  what  many  people  like  Dr.  Koop  and  others 
who  have  studied  this  really  believe  is  that  once  we  get  better  orga- 
nized systems  of  care,  then  a  lot  of  these  costs  will  continue  to  de- 
cline, even  though  we  are  in  the  short  run,  and  I  think  this  is  an 
important  point  to  make,  we  are  in  the  short  run  going  to  be  in- 
creasing health  care  expenditures.  That  is  something  that  when 
people  talk  about  the  impact  on  small  business  is  not  a  factor  that 
is  often  looked  at  carefully.  We  are  going  to  be  putting  billions  of 
new  dollars  into  this  system  largely  from  the  employer-employee 
contribution,  but  also  we  are  going  to  be  very  soon  lowering  the 
cost  to  other  employers  so  that  jobs  will  be  created,  new  hires  will 
be  made,  wages  will  be  increased,  and  then  at  the  same  time  if  we 
are  able  to  add  the  prescription  drug  benefit  and  the  home  health 
and  long-term  care  benefit,  there  will  be  more  jobs  opening  up  for 
people  in  health  care.  This  is  an  issue  in  which  there  are  many  fac- 
tors at  work  at  one  time,  and  we  are  very  confident  that  small 
businesses  will  in  the  medium  and  long  run,  and  most  small  busi- 
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nesses  in  the  short  run,  be  advantaged  by  what  we  are  doing  and 
other  small  businesses  will  be  created  by  what  we  are  doing,  so  we 
intend  to  look  very  carefully  at  how  we  protect  small  businesses 
and  give  them  the  kind  of  fair  affordable  health  care  they  deserve 
to  have. 

And  I  can't  help  but  add,  Mr,  Brewster,  as  a  pharmacist  you 
know  that  one  of  our  primary  problems  is  getting  affordable  costs 
of  prescription  drugs  available  to  everybody,  whether  they  are 
small  business,  big  business,  individuals,  and  we  want  very  much 
for  this  health  care  reform  to  make  retail  pharmacy,  discount  phar- 
macy, pharmaceuticals  in  general  more  available  at  more  afford- 
able costs.  That,  we  think,  will  help  bring  down  costs  in  the  long 
rim. 

Mr.  Brewster.  Thank  you. 

Chairman  Rostenkowski.  Mr.  Hancock  will  inquire. 

Mr.  Hancock.  Mrs.  Clinton,  one  of  the  greatest  strengths  of  our 
society  and  Government  is  that  they  have  historically  stressed  indi- 
vidual responsibility  and  initiative.  During  the  long  period  of  devel- 
opment of  the  President's  health  care  plan,  was  any  consideration 
given  to  the  inclusion  of  a  medisave  account  which  would  be  simi- 
lar to  a  401(k)  or  an  individual  IRA  but  reserved  for  the  individ- 
ual's health  care  expenditures? 

Was  this  considered,  and  if  not,  why? 

Mrs.  Clinton.  Yes,  it  was,  Mr.  Hancock.  We  have  looked,  I  be- 
lieve, at  every  proposal  for  a  medisave  or  a  medical  IRA  that  we 
are  aware  of,  and  we  do  believe  that  it  does  promote  individual  re- 
sponsibility, but  we  had  several  questions  after  analysis  that  we 
had  that  we  could  not  adequately  answer.  One  is  that  the  medical 
IRA  concept  in  which  individuals  basically  put  aside  money  that 
they  will  then  be  able  to  keep  so  long  as  they  do  not  use  it  does 
nothing  to  encourage  primary  and  preventive  health  care.  In  fact, 
it  is  a  continuation  of  one  of  the  real  weaknesses  we  think  in  our 
current  system  which  is  that  many  people  are  insured  only  for  cat- 
astrophic encounters,  and  they  therefore  postpone  seeking  help  as 
long  as  possible. 

We  want  people  actually  to  get  in  and  get  good  primary  and  pre- 
ventive health  care  so  that  a  diabetic,  for  example,  doesn't  end  up 
having  to  amputate  a  foot  or  whatever  the  other  kinds  of  problems 
will  come  from  not  having  adequate  primary  care.  One  of  our  prob- 
lems with  the  medical  IRA  concept  is  that  it  did  not  provide  the 
kind  of  incentives  that  we  think  are  necessary  to  reverse  what  has 
been  one  of  the  real  problems  in  the  health  care  system  of  empha- 
sizing catastrophic  and  medical  emergency  over  primary  preventive 
health  care. 

The  second  issue  is  how  we  would  insure  that  all  persons  were 
covered.  Many  people  will  not  be  encouraged  unless  required  to  be 
responsible,  so  that  the  medical  IRA  might  work  for  some  members 
of  tne  society  who  would  either  be  encouraged  to  do  so  by  their  em- 
ployer or  would  understand  the  tax  benefits.  But  for  millions  and 
millions  of  other  Americans  without  some  kind  of  mandatory  sys- 
tem, either  the  kind  of  individual  mandate  that  the  Senate  Repub- 
licans have  talked  about  or  the  employer-employee  contributions 
that  is  in  our  plan,  we  are  afraid  we  will  still  continue  to  have  mil- 
lions of  uninsured  and  underinsured  Americans  and  the  costs  will 
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continue  to  be  shifted  and  will  continue  to  go  up,  and  those  are  our 
two  primary  problems. 

Chairman  Rostenkowski.  Mr.  Kopetski  will  inquire. 

Mr.  Kopetski.  Thank  you,  Mr.  Chairman,  and  welcome.  I  under- 
stand and  appreciate  the  fact  that  in  the  President's  plan  the  men- 
tal health  component  of  the  benefit  package  will  reach  parity  with 
the  physical  injury  care  by  the  year  2001.  In  spite  of  this  we  need 
to  provide  a  wide  range  of  services  to  the  mentally  ill,  and  in  most 
cases  the  least  restrictive  treatment  setting  is  the  cheapest  and  the 
most  effective. 

Given  the  need  for  focus  from  inpatient  settings  to  outpatient 
settings,  why  are  there  60  days  of  inpatient  hospitalization  cov- 
erage available  in  the  mental  health  package  but  only  30  for  out- 
patient psychotherapy? 

Mrs.  Clinton.  The  reason  for  that,  Congressman,  is  that  we  are 
trying  to  start  with  emphasizing  the  care  of  the  most  severely  men- 
tally ill,  those  who  do  require  the  kind  of  inpatient  intervention 
that  often  is  linked  to  the  most  severe  kinds  of  mental  illness.  We 
thought  that  our  first  responsibility  would  be  to  provide  that  kind 
of  system,  and  we  intend  to  build  on  the  30  days  of  outpatient 
treatment  as  we  go  forward.  We  also  believe  that  with  a  prescrip- 
tion drug  benefit  the  costs  of  medication  will  be  more  readily  avail- 
able for  all  different  degrees  of  mental  illness  and  that  the  30  days 
of  outpatient  treatment  combined  with  more  affordable  and  acces- 
sible medication  is  an  adequate  benefit.  It  is  not  where  we  think 
we  should  end  up  as  a  country,  that  is  why  we  have  additional  ben- 
efits that  we  would  recommend  be  phased  in  as  we  realize  savings, 
but  we  think  it  is  a  very  good  and  strong  beginning  for  mental 
health  coverage. 

Mr.  Kopetski.  Thank  you. 

[The  following  was  subsequently  received:] 


59 


MICHAEL  J.  KOPETSKI 

6th  OismicT,  Ohcgom 

1 1  ■  CAama  Houu  Owici  BuiUMM  Sum  3«0 

"••""r,rs-^,r'~         tongxt^fi  of  tfie  Winiith  &mti  '^o^^TdZ' 

F»x:  202-225-M77  Fax  603-688-0963 


OlaKfltngton,  5BC  20515-3705  6,6M,cHST.m 

"  OliKMM  City.  OH  97046 

September  30,  1993  603-e6ft..273 

Onicon  TIX.L  Full:  1-800-648-7179 


Mrs.  Hillaiy  Rodham  Clinton 

Chair 

The  President's  Task  Force  on  Health  Care  Reform 

The  White  House 

Washington,  D.C.    20500 

Dear  Ms.  Clinton: 

I  greatly  appreciate  your  appearing  before  the  House  Ways  and  Means  Committee  on 
Sq)tember  28th  to  testify  on  the  administration's  health  care  reform  proposal.   I  share  your 
commitment  to  real  reform  of  our  health  care  system,  and  I  look  forward  to  working  with 
you  in  the  future  on  this. 

As  you  may  know,  I  am  very  concerned  about  improving  our  nation's  mental  health 
care  system  as  we  work  on  health  care  reform.   In  your  response  to  a  question  I  asked 
regarding  specific  mental  health  treatment  limits  contained  in  the  benefit  package,  you 
indicated  that  while  such  limits  would  be  imposed  in  the  initial  benefit  package,  these  limits 
would  be  removed,  giving  way  to  a  comprehensive  benefit  package,  as  we  reaUze  savings 
from  health  care  reform.   Attached  please  fmd  an  unofficial  transcript  of  my  question  and 
your  response.    As  it  was  my  understanding  that  the  progression  to  a  comprehensive  benefit 
package  would  nol  be  conditional  upon  anticipated  savings  or  any  other  aspect  of  the  reform 
package,  I  would  appreciate  a  written  response  from  your  office  clarifying  this  matter  at  your 
earliest  convenience. 

Thank  you  again  for  your  efforts  on  this  most  important  issue,  and  for  your  assistance 
in  this  matter. 


Sincerely, 

Mike  Kopetski 
Member  of  Congress 
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THE  WHITE  HOUSE 

WASH  I  NGTO  N 

December  16,  1993 


The  Honorable  Michael  J.  Kopetskl 
United  States  House  of  Representatives 
218  Cannon  House  Office  Building 
Washington,  D.C.   20515-3705 

Dear  Congressman  Kopetskl: 

Thank  you  for  sharing  your  concerns  about  my  comments 
regarding  the  expansion  of  mental  health  benefits  during  my 
testimony  before  the  House  Ways  and  Means  Committee.   I  sincerely 
regret  the  delay  in  my  response,  but  I  appreciate  having  this 
opportunity  to  clarify  my  statement. 

The  reference  I  made  to  phasing  in  the  mental  illness  and 
substance  abuse  benefit  as  savings  are  realized  was  not  meant  to 
imply  that  expansion  of  the  benefit  is  contingent  on  savings 
being  achieved.   The  Health  Security  Act  eliminates  the  day  and 
visit  limits  as  well  as  all  special  cost  sharing  provisions 
related  to  the  mental  illness  and  substance  abuse  benefit  on 
January  1,  2001.   This  is  a  statutory  change  and  is  not 
contingent  on  anything  else  occurring.   These  limits  may  be 
eliminated  earlier,  if  the  addition  of  benefits  does  not  cause 
any  regional  alliance  to  exceed  its  per  capita  premium  target. 

I  am  proud  that  the  President's  proposal  ends  discrimination 
in  health  care  coverage  against  Americans  with  mental  and 
substance  abuse  disorders.   You  have  long  been  an  advocate  for 
improving  the  quality  of  care  for  those  afflicted  with  mental 
illness,  as  well  as  for  improving  the  access  to  treatment.   I 
look  forward  to  working  with  you  to  ensure  that  our  common  goals 
are  achieved. 

Sincerely  yours. 
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Chairman  Rostenkowski.  Mr.  Herger. 

Mr.  Herger.  Thank  you,  Mr.  Chairman.  Mrs.  Clinton,  as  you  are 
well  aware,  we  have  a  very  major  problem  with  illegal  immigration 
in  our  Nation  today,  and  regrettably,  there  is  not  a  State  where  it 
is  more  pronounced  than  my  own  home  State  of  California.  It  has 
been  estimated  that  between  $400  and  $500  million  a  year  is  spent 
on  Medicaid  for  illegal  immigrants. 

Could  you  tell  me,  under  the  President's  program,  to  what  degree 
States  would  be  mandated  to  continue  this  unfunded  coverage. 

Mrs.  Clinton.  You  are  right,  Congressman,  this  is  a  very  serious 
problem,  and,  in  fact,  one  of  the  reasons  why  we  have  adopted  the 
position  we  have,  which  is  that  only  legal  residents  and  citizens 
will  be  entitled  to  the  comprehensive  benefits,  and  the  health  secu- 
rity card  is  so  that  we  do  not  do  anything  to  encourage  even  more 
illegal  immigration  in  return  for  trying  to  get  those  kinds  of  bene- 
fits. That  is  why  we  have  drawn  the  line  as  we  have  drawn  it,  but 
we  are  left,  as  you  rightly  point  out,  with  a  serious  problem,  be- 
cause we  have  a  number  of  undocumented  workers  and  illegal 
aliens  in  the  country  right  now,  and  they  do  show  up  at  our  emer- 
gency rooms  and  they  do  use  our  public  health  facilities. 

We  are  hoping  to  work  out  a  more  equitable  sharing  of  that  re- 
sponsibility, and  that  is  something  that  we  will  be  looking  at  and 
we  would  welcome  your  advice  about  how  best  to  do  that  so  that 
individual  States  don't  bear  the  entire  national  burden  for  this 
cost. 

Mr.  Herger.  So,  in  other  words,  you  are  saying  that  where  a 
State  like  California  is  paying  the  bill  themselves,  again  of  almost 
a  half  million  dollars  a  year,  that  you  would  be  looking  at  a  way 
to  finance  this?  I  have  heard  there  might  be  a  pool.  I  don't  know 
if  you  are  familiar  with  that,  if  there  has  been  any  talk  of  illegal 
immigrants  or  what  you  felt  the  costs  of  providing  assistance  might 
be. 

Mrs.  Clinton.  Well,  Congressman,  we  are  looking  at  a  variety  of 
alternatives  because  we  share  your  concern  about  this  issue  and 
the  burden  that  it  places  on  local  hospitals  as  well  as  State  budg- 
ets, and  we  don't  have  a  final  recommendation  on  that,  but  we  do 
wish  to  work  with  you  and  others  who  represent  the  affected  States 
to  try  to  come  up  with  a  more  equitable  solution  to  those  costs. 

Mr.  Herger.  Thank  you. 

Chairman  Rostenkowski.  Mrs.  Clinton,  it  is  very  difficult  here 
trying  to  keep  the  trains  running  on  time.  I  know  what  your  sched- 
ule is,  and  I  want  to  make  an  observation.  I  hope  that  your  experi- 
ence here  has  been  as  pleasant  as  I  have  found  you  a  pleasant  wit- 
ness. I  am  tempted  to  applaud  you,  but  then  again  that  would  be 
only  if  you  didn't  perform  as  exceptionally  as  you  did  and  you  were 
marvelous.  You  are  a  marvelous  witness.  I  have  been  here  for  a 
few  years,  and  I  have  seen,  not  exclusively  this  committee,  but 
members  of  other  committees  wrestle  with  the  health  problem  of 
this  country. 

One  of  the  reasons  I  ran  for  reelection  was  so  that  I  could  try 
in  my  little  way  to  help  solve  this  problem.  I  think  you  and  your 
husband  are  certainly  going  to  be  the  catalysts  in  this.  We  need 
leadership.  We  have  on  both  sides  of  this  aisle  tried  to  solve  this 
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problem,  but  we  needed  somebody  strong  in  the  White  House  that 
was  wilHn^  to  bite  the  bullet. 

I  think  m  the  very  near  future  the  President  will  be  known  as 
your  husband — Who  is  that  fellow?  That  is  Hillary's  husband — with 
the  outstanding  job  that  you  have  done  here.  My  compliments  to 
you,  my  compliments  to  the  President  of  the  United  States  for  ad- 
dressing this  problem,  and  I  hope  that  by  the  end  of  this  Congpress 
it  will  be  on  the  President's  desk,  you  standing  near  the  side  for 
signature.  Thank  you  very  much  for  joining  us  this  morning. 

Mrs.  Clinton.  Thank  you. 

[Whereupon,  at  12:06  p.m.,  the  hearing  was  adjourned,  to  recon- 
vene on  Tuesday,  October  5,  1993,  at  2  p.m.] 


THE  PRESIDENT'S  HEALTH  CARE  REFORM 
PROPOSALS 


TUESDAY,  OCTOBER  5,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 

The  committee  met,  pursuant  to  call,  at  2:05  p.m.,  in  room  1100, 
Longworth  House  Office  Building,  Hon.  Dan  Rostenkowski  (chair- 
man of  the  committee)  presiding. 

Chairman  Rostenkowski.  The  committee  will  come  to  order. 

Good  afternoon.  Todav  the  committee  continues  its  hearings  on 
the  President's  proposed  health  care  reform  plan.  It  is  my  honor  to 
welcome  to  the  committee  the  Honorable  Donna  Shalala,  Secretary 
of  the  Department  of  Health  and  Human  Services. 

The  President  has  crafted  a  significant  and  far-reaching  pro- 
posal. And  he  has  committed  his  administration  to  the  difficult 
task  of  enacting  a  comprehensive  program  to  make  health  security 
a  reality  for  all  Americans. 

Now  the  Congress  must  respond.  The  difficulties  involved  will 
test  the  capacity  and  the  creativity  of  both  the  Congress  and  the 
administration. 

I  will  do  everything  I  can  to  pass  legislation  that  meets  the 
President's  objectives.  But  there  are  many  thoughtful  Americans 
who  will  raise  issues  that  must  be  explored,  and  ask  questions  that 
deserve  some  answers. 

I  have  concerns  about  how  this  proposal  will  affect  small  busi- 
nesses, how  the  plan  affects  the  millions  of  elderly  Americans  who 
depend  on  Medicare  to  protect  them,  and  how  the  plan  will  extend 
the  same  protection  to  poor  inner-city  residents  who  do  not  now 
have  any  providers  willing  to  serve  them. 

Given  the  long  and  fruitful  relationship  between  vour  depart- 
ment and  this  committee  on  health  issues,  we  will  look  to  you  and 
to  your  capable  staff  for  the  help  we  will  need  in  refining  this  legis- 
lation. 

We  have  a  long,  hard  road  before  us,  and  I  look  forward  to  work- 
ing with  you. 

Mr.  Archer. 

Mr.  Archer.  Thank  you,  Mr.  Chairman. 

Secretary  Shalala,  I  join  the  chairman  in  welcoming  you  before 
our  committee.  Most  Americans  would  agree  with  the  President 
that  our  health  care  system  has  problems.  And  most  share  most  of 
his  goals  for  health  care  reform.  The  fundamental  disagreement, 
however,  is  centered  on  how  we  solve  those  problems  and  arrive  at 
our  goals. 

(63) 


64 

We  have  a  number  of  reform  proposals  that  have  been  made  to 
the  Congress.  Among  those,  the  administration's  big  government 
alternative  has  the  largest  infusion  of  new  bureaucracy  and  inter- 
vention. I  hope  we  can  explore  some  of  these  new  complexities  dur- 
ing your  testimony.  It  is  important  that  we  begin  a  serious  discus- 
sion of  the  regulatory  nature  and  complexity  of  the  plan  and  its  in- 
herent micromanagement  through  a  series  of  new  agencies,  com- 
missions, boards,  panels,  councils,  and  alliances. 

Madam  Secretary,  we  don't  have  this  much  bureaucracy  for  ev- 
erybody in  our  system  today,  and  yet  we  are  all  familiar  with  the 
horror  stories  about  ordinary  people  trying  to  coordinate  services 
involving  Medicare,  Medicaid,  and  Social  Security  programs;  of  the 
administrators  or  providers  who  have  to  deal  with  the  unbelievable 
red  tape  just  in  the  Medicare  system  alone,  where  overpayments 
are  made  to  providers,  and  it  takes  up  to  2  years  just  to  get  the 
money  back  to  the  Federal  Government  where  the  provider  knows 
that  the  money  needs  to  be  returned. 

These  are  already  complexities  in  a  system  that  is  not  as  com- 
plex as  the  one  that  the  administration  recommends.  I  just  don't 
see  how  more  bureaucracy  is  going  to  make  it  any  easier. 

I  know  that  the  financing  aspects  of  the  administration's  pro- 
posal are  a  subject  of  another  hearing.  I  would,  however,  like  to 
simply  note  today  the  difficulties  that  will  be  involved  in  trying  to 
trace  incentives,  penalties  and  accountability  for  improving  health 
system  efficiencies  and  cost  reduction.  The  administration's  plan 
does  not  provide  simplicity  in  financing  nor  in  Government  regula- 
tion. 

Your  proposal  has  79  new  Federal  mandates.  These  new  man- 
dates will  be  accompanied  by  thousands  of  pages  of  new  regula- 
tions. I  am  being  totally  candid  with  you.  I  am  skeptical  that  this 
new  bureaucratic  scheme  that  the  administration  has  set  out  will 
ever  streamline  anything  or  make  it  easier  for  ordinary  people  to 
negotiate  the  system  or  be  more  efficient  or  less  costly. 

I  do  believe  that  the  process  will  ultimately  result  in  changes  to 
our  health  care  system,  that  this  process — not  necessarily  this  pro- 
posal of  the  administration — will  result  in  changes  to  our  health 
care  system  that  will  benefit  the  American  people.  I  am  committed 
to  doing  my  part  in  bringing  that  about. 

Part  of  that  responsibility,  however,  involves  a  thorough  exam- 
ination and  questioning  of  each  plan.  We  also  need  a  healthy  dose 
of  skepticism  in  order  to  assure  that  the  legislation  which  is  ulti- 
mately enacted  is  the  best  proposal  we  are  capable  of  developing. 

I  thank  you  for  being  here,  and  I  look  forward  to  your  testimony. 

Chairman  ROSTENKOWSKI.  Mr.  Stark. 

Mr.  Stark.  Thank  you,  Mr.  Chairman.  I  am  pleased  to  join  my 
colleagues  in  welcoming  Secretary  Shalala  as  we  continue  the  se- 
ries of  hearings  of  the  administration's  health  reform  plan. 

I  think  we  all  agree  it  embraces  the  goals  of  coverage  and  cost 
control,  and  it  is  bold  and  comprehensive.  We  are  indeed  fortunate 
to  have  an  administration  that  understands  these  goals,  and  is 
committed  to  achieving  comprehensive  reform. 

I  will  from  time  to  time  be  a  naysayer;  I  may  find  problems  in 
it,  but  I  think  we  all  will.  But  we  will  nave  to  work  together  to  re- 
solve them. 
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I  would  like  to  focus  on  two  issues  for  a  moment.  One  is  the  as- 
signment of  the  principal  administrative  responsibilities  for  the  en- 
tire new  health  plan  to  a  new  National  Health  Board.  Regardless 
of  whether  you  believe  Mr.  Magaziner  that  it  will  only  have  100 
people  or  not,  it  will  establish  a  new  and  unique  and  untested  role 
for  the  Department  of  Labor. 

This  committee  and  the  Congress  have  worked  very  effectively 
with  the  Department  of  Health  and  Human  Services  on  a  wide  va- 
riety of  health  matters  since  long  before  most  of  us  came  to  Wash- 
ington. It  is  my  opinion  that  we  should  build  on  this  relationship. 

We  will  work  with  you,  Madam  Secretary,  and  your  capable  staff 
in  the  development  and  oversight  of  any  reformed  health  system, 
I  can  think  of  no  one  reason  to  delegate  significant  and  possibly  re- 
dundant health  oversight  responsibilities  to  a  new  National  Board 
or  indeed  to  a  new  Cabinet  committee. 

My  second  point  addresses  the  success  of  the  Medicare  program. 
Perhaps  I  am  approaching  this  from  different  angles  than  the  dis- 
tinguished ranking  minority  member,  but  this  committee  has  every 
reason  to  be  very  proud  of  the  success  of  Medicare.  It  is  demon- 
strably and  empirically  the  most  efficient  health  payment  system 
in  the  United  States,  if  not  the  world.  It  has  the  lowest  overhead, 
the  least  number  of  bureaucrats  and  the  least  complaints  from  its 
beneficiaries  or  providers;  and  I  match  it  against  Prudential  or 
Aetna  or  any  imaginary  Jackson  Hole  program  that  somebody 
could  dream  up.  And  we  want  to  keep  it  that  way. 

As  I  noted  in  my  remarks  to  the  First  Lady  last  week,  we  need 
to  be  sure  that  we  can  continue  these  benefits  for  our  mothers.  And 
I  have  doubts  about  the  advisability — this  may  be  more  political 
than  practical — of  enacting  a  benefit  package  for  those  under  65 
that  is  significantly  more  generous  than  the  benefit  package  guar- 
anteed under  Medicare.  And  I  am  also  worried  about  the  proposed 
cuts  in  the  size. 

We  will  have  to  see  what  will  happen.  I  don't  think  we  know — 
and  the  two  entirely  different  methods  of  cost  containment — how 
those  will  work. 

I  think  the  link  between  public  and  private  cost  control  needs  to 
be  strengthened.  And  I  hope  we  will  work  with  you  over  the  next 
several  months  to  resolve  what  perhaps  are  only  technical  issues, 
but  I  think  are  things  that  we  have  to  work  together  on. 

I  look  forward  to  working  with  you.  Thank  you. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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Opening  Statement 

The  Honorable  Pete  Stark 

Committee  on  Ways  and  IMeans 

October  5,  1993 

Good  morning.   I  am  pleased  to  join  the  Members  of  the 
Committee  in  welcoming  Secretary  Donna  Shalala  —  as  we  continue 
the  series  of  hearings  on  the  Administration's  health  care  reform 
plan. 

The  President's  plan,  which  embraces  the  goals  of  universal 
coverage  and  cost  control,  is  bold  and  comprehensive.   We  are 
fortunate  to  have  a  President  in  the  White  House  who  understands 
that  these  goals  are  inextricably  linked,  and  who  is  committed  to 
comprehensive  reform. 

The  health  reform  plan  includes  many  positive  feat\ires  which 
I  enthusiastically  support,  and  will  work  to  retain  in  the  final 
legislation. 

This  morning,  I'd  like  to  focus  on  two  specific  issues.   The 
proposed  health  plan  would  assign  principal  administrative 
responsibilities  for  the  entire  health  plan  to  a  new  National 
Health  Board.   It  would  also  establish  a  prominent  role  for  the 
Department  of  Labor. 

This  Committee  and  the  Congress  have  worked  effectively  with 
the  Department  of  Health  and  Human  Services  on  a  wide  variety  of 
health  matters.   We  should  build  upon  this  existing  relationship, 
and  work  with  you  and  your  capable  staff  in  the  development  and 
oversight  of  a  reformed  health  system. 

I  cannot  think  of  a  good  reason  to  delegate  significant  and 
possibly  redundant  health  oversight  responsibilities  to  a  new 
National  Health  Board  or  to  the  Department  of  Labor. 

I  would  also  like  to  focus  on  the  futxire  of  Medicare. 
Secretary  Shalala,  you  are  the  Administration's  designated 
guardian  of  the  Medicare  program.   The  Members  of  this  Committee 
are  very  proud  of  the  success  of  Medicare  in  providing  quality 
services  to  35  million  aged  and  disabled  beneficiaries.   Medicare 
is  a  popular  program,  and  we  want  to  keep  it  that  way. 

As  I  noted  in  my  remarks  to  Mrs.  Clinton  last  week,  we  need 
to  be  sure  that,  when  all  is  said  and  done,  the  health  reform 
plan  passes  the  "mom"  test.   I  have  my  doubts  about  the 
advisability  of  enacting  a  comprehensive  benefit  package  for  the 
under-65  population  which  is  substantially  more  generous  than  the 
benefit  package  guaranteed  under  Medicare  to  my  mother. 

I  am  also  uncertain  about  the  impact  of  the  proposed  $124 
billion  reduction  in  Medicare  spending  —  and  I  question  the 
wisdom  of  implementing  two  entirely  different  methods  of  cost 
containment:   absolute  reductions  for  public  spending  under 
Medicare  and  Medicaid  and  an  untested  strategy  based  upon  premium 
caps  for  privare  health  spending. 

I  believe  that  the  link  between  public  and  private  spending 
needs  to  be  strengthened  in  order  to  protect  the  quality  of  care 
provided  to  Medicare  beneficiaries,  and  to  achieve  real  cost 
containment  in  the  private  sector. 

I  look  forward  to  working  with  you  over  the  next  several 
months  so  that  we  can  resolve  technical  issues,  and  achieve 
significant  reforms  in  our  health  care  system. 
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Chairman  Rostenkowski.  Mr.  Thomas. 

Mr.  Thomas.  Thank  you,  Mr.  Chairman.  Just  briefly,  although  I 
may  agree  with  my  Chairman  of  the  subcommittee's  criticisms  in 
the  plan,  I  think  you  are  going  to  find  that  we  arrive  at  different 
conclusions  in  terms  of  how  we  might  want  to  remedy  them. 

For  example,  I  would  tell  the  Secretary  that  if,  in  fact,  the  one 
quote  that  has  been  relayed  to  me  from  the  Energy  and  Commerce 
hearing  this  morning  is  accurate,  in  which  the  Secretary,  to  my  un- 
derstanding, indicated  that  the  National  Health  Board  is  a  minor 
oversight  board.  If,  in  fact,  that  is  the  way  it  is  viewed  in  terms 
of  structure,  given  the  responsibilities  as  I  understand  the  Clinton 
health  care  plan  provides  to  the  National  Health  Board,  I  find  it 
difficult  to  embrace  a  term  like  "minor  oversight  board." 

My  problem  is  just  that  I  don't  have  any  paper  in  front  of  me. 
I  have  seen  outlines,  I  have  several  hundred  pages  of  speculation. 
I  have  numbers  which  may  or  may  not  be  in  the  bill.  I  have  assess- 
ments of  groups  that  may  or  may  not  stick. 

Mr.  Chairman,  I  look  forward  to  a  continued  general  discussion 
of  a  plan  that  is  not  in  front  of  us,  but  my  concern  is  that  the  ad- 
ministration, with  all  of  its  available  personnel,  work  on  putting 
the  plan  into  legislative  form  so  that  we  can  carry  on  as  a  commit- 
tee, dealing  with  policy  rather  than  as  a  sounding  board.  I  look  for- 
ward to  having  the  specifics  in  front  of  us  as  soon  as  possible,  and 
I  look  forward  to  the  questioning. 

I  thank  the  Secretary  for  coming. 

Chairman  Rostenkowski.  Mr.  McDermott. 

Mr.  McDermott.  It  is  a  pleasure  to  be  here  to  receive  testimony 
from  Secretary  Shalala  and  the  administration,  reflecting  commit- 
ment to  real  health  care  reform.  Without  the  President's  leadership 
on  this  issue,  health  care  reform  would  be  impossible,  and  I  appre- 
ciate both  the  energy  and  courage  he  has  devoted  to  this  issue. 

The  President  set  forth  five  goals  for  health  care  reform:  univer- 
sal coverage,  cost  containment,  simplicity,  choice  of  provider,  and 
quality  maintenance.  I  have  real  concerns  that  this  plan  in  its  cur- 
rent form,  which  has  not  yet  been  finalized  into  legislation,  will  not 
achieve  the  goals  the  President  himself  has  articulated. 

I  have  the  specifics  of  my  concerns  in  this  document;  I  would  ask 
unanimous  consent  to  have  it  entered  fully  in  the  record. 

Chairman  Rostenkowski.  Without  objection,  so  ordered. 

[The  information  follows:] 
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Statement  of  Representative  Jim  McDermott 

Ways  and  Means  Hearing 

October  5,  1993 


Mr.  Chairman,  it  is  a  great  pleasure  to  be  hear  today  to  receive 
testimony  from  Secretary  Shalala  and  an  Administration  reflecting  a 
commitment  to  real  health  care  reform.    Without  the  President's  leadership  on 
this  issue,  health  care  reform  would  be  impossible  and  I  appreciate  both  the 
energy  and  courage  he  has  devoted  to  this  issue. 

The  President  set  forth  five  goals  for  health  care  reform:  universal 
coverage,  cost-containment,  simplicity,  choice,  and  quality.    I  have  real 
concerns  that  the  plan  in  its  current  form  ~  which  has  not  been  finalized  into 
legislation  ~  will  not  achieve  the  goals  the  President  himself  articulated. 
My  specific  concerns  are  as  follows: 

Universal  coverage;    Many  people  are  not  going  to  be  able  to  afford  the 
insurance  they  are  required  to  buy.    Individuals  are  required  to  pay 
approximately  20%  of  the  average  health  insurance  premium  and  to  obtain 
commercial  insurance.    Because  the  burden  is  relatively  heavy  and  is  generally 
subsidized  (with  a  few  exceptions)  only  to  150%  of  poverty,  it  is  likely  that 
enforcement  will  be  difficult  and  unpopular,  perpetuating  cost-shifting 
problems.    My  concern  is  that  the  difficulties  of  the  enforcement  of  5ie 
individual  portion  of  the  mandate  and  the  inadequacy  of  the  subsidy  level 
threaten  the  viability  of  universal  coverage. 

Financing:    The  financing  of  the  plan  undercuts  universal  coverage.  The  plan 
relies  on  employer/individual  mandates  and  medicare/medicaid  cuts  for 
financing.    This  probably  significantly  underfinances  the  plan,  relying  on  cuts 
in  services  and  programs  for  the  elderly  and  poor  to  finance  care  for  everyone 
else.     Separate  revenue  streams  are  maintained  for  Medicare  and  Medicaid 
beneficiaries.  Since  those  programs  are  already  underfinanced,  the  impact  of 
this  approach  toi  financing  could  be  severe.    In  addition,  out-of-pocket  costs  are 
generally  not  subsidized,  tracking  lower  income  people  into  plans  that  do  not 
have  cost-sharing NlJnder  H.R.  1200,  the  costs  of  bringing  the  uninsured  into 
the  system  are  paia\|6r  entirely  by  the  administrative  savings  achieved  through 
the  elimination  of  thb.  private  insurance  companies  from  health  care  financing. 

Free  choice  of  provider:    Free  choice  of  provider  is  not  really  preserved.  Free 
choice  of  provider  is  impaired  in  a  number  of  ways  that  go  beyond  high  cost- 
sharing  for  fee-for-service  compared  to  other  plans.    There  is  a  requirement 
that  each  Alliance  offer  1  fee-for-service  plan;  however,  that  requirement  can 
be  waived  under  certain  circumstances.    In  addition,  enrollment  in  high  cost 
plans  (presumably  fee-for-service)  can  be  frozen  to  enforce  budgets.    If  a  plan 
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is  oversubscribed,  subscribers  can  be  randomly  assigned  by  the  Alliance  to 
other  plans. 

Administration:    The  opportunity  to  obtain  real  administrative  savings  is  being 
squandered.    The  administration  is  extraordinarily  complex,  including  the 
administration  of  approximately  200  alliances  and  multiple  plans  within  each 
alliance.    In  addition,  the  subsidy  structure  in  the  program  requires  that  the 
subsidies  be  administered  to  each  person/family  and  to  small  businesses  on  an 
individual  basis.    Under  H.R.  1200,  everyone  is  in  the  same  pool  financed  on 
the  same  basis  so  there  is  no  need  whatsoever  to  calculate  subsidies  on  an 
individual  basis.    Accomplishing  the  subsidies  alone  will  require  enormous 
resources  and  management.    In  addition,  long-term  care  requires  completely 
separate  administration  outside  the  alliances  and  a  separate  bureaucracy. 
Administrative  savings  in  the  plan  will  be  negligible  at  best  and  could  generate 
additional  costs.    This  contrasts  sharply  with  single-payer  which  should 
generate  $70  billion  in  administrative  savings. 

Benefits:    The  President's  draft  benefit  package  is  generous  and  clearly  beyond 
bare-bones  coverage.    It  is  not  as  substantial  as  H.R.  1200's.    Significant 
equity  concerns  are: 

~  the  Medicare  beneficiary  has  a  lesser  benefit  package  than  the  standard 
benefit  offered  to  the  non-Medicare  population; 

~  rehabilitation  services  do  not  extend  to  congenital  problems  or  birth  defects 
but  only  flow  to  disability  following  illness  or  injury; 

~  the  prescription  drug  benefit  entails  very  high  cost  sharing; 

~  nursing  home  care  is  excluded; 

~  dental  benefits  for  children  are  only  preventive  and  do  not  include  treatment 
unless  it  is  for  dental  emergencies  and  injuries. 


Cost-containment:    The  cost-containment  mechanisms  are  not  workable.  The 
plan  does  contain  a  framework  for  budgets  through  insurance  premium  caps. 
However,  the  caps  must  be  based  on  the  ability  to  develop  a  reliable  risk- 
adjusted  premium,  a  capacity  that  does  not  yet  exist  (which  the  plan 
acknowledges).    In  addition,  the  caps  do  not  apply  to  the  supplemental 
insurance  market,  continuing  the  shell  game  and  cost-shifting  that  undermine 
the  entire  cost-containment  mechanism.    Moreover,  the  plan  essentially  puts 
insurance  companies  completely  and  directly  in  charge  of  physicians  and  other 
health  care  providers.    For  most  people,  their  relationship  with  their  doctor 
will  be  secondary  to  their  relationship  with  their  "health  plan." 
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Quality:    Quality  enhancement  is  abstract  and  has  no  enforceable  mechanisms 
to  improve  quality.    While  the  President's  plan  devotes  some  language  to  data 
collection  and  consumer  report  cards,  it  contains  no  mechanism  for  actually 
bringing  quality  standards  to  bear  on  providers.    What  little  quality 
enforcement  there  is   is  left  to  the  insurance  plans  whose  accountability  is 
based  on  plan  averages,  not  the  performance  of  individual  providers.    Quality 
is  not  defined  in  general  terms  and  the  quality  goals  are  not  established.    In  the 
guise  of  giving  consumers  market  power,  the  "report  cards"  merely  pass  the 
buck  to  the  very  people  we  are  supposed  to  be  protecting.  Scrutiny  by  people 
who  have  some  capacity  to  evaluate  the  actual  process  of  medical  care  is 
eliminated. 

State  single-payer  option:    The  option  as  presented  is  not  workable.  While  this 
option  technically  is  presented,  the  states  are  not  permitted  to  alter  the 
financing  structure  of  the  plan  which  is  underfinanced  to  achieve  a  single- 
payer  that  offers  true  parity  and  choice.    In  addition,  states  seeking  single- 
payer  face  waiver  obstacles  that  will  make  it  more  difficult  to  implement. 
There  are  no  incentives  for  a  state  to  move  to  single-payer. 

Fundamentally,  I  have  great  concerns  about  a  plan  that  provides 
systemmatic  disruption  of  a  health  care  delivery  system  that  by  and  large  has 
served  us  well  in  order  to  preserve  a  financing  system  that  all  agree  has  been  a 
disaster.    It  is  hard  to  believe  that  placing  insurance  companies  in  charge  of  the 
delivery  system  will  provide  rational  and  humane  cost-containment  or  a 
commitment  to  universal  care.    Certainly,  there  is  no  evidence  that  it  will 
improve  quality.    Insurance  companies  simply  have  no  mandate  to  protect  the 
public  good.    And  it  is  at  least  as  likely  that  needed  care  will  be  denied  in 
order  to  finance  executive  skyboxes  at  the  nation's  stadiums  as  it  is  that 
preventive  care  will  be  emphasized  and  rural  communities  will  be  served. 
Substituting  a  system  that  contains  incentives  to  provide  too  much  care  with  a 
system  that  contains  overwhelming  incentives  to  provide  too  little  care  is  not 
the  solution  to  our  problem. 

I  will  continue  to  fight  for  a  solution  that  changes  our  system  of 
financing  ~  not  delivering  —  health  care,  preserves  free  choice  of  provider, 
achieves  cost-containment  on  the  basis  of  beneficial  results  and  the  public 
good,  yields  substantial  administrative  savings,  and  enhances  quality.    H.R. 
1200  and  the  single-payer  approach  unequivocally  achieves  all  these  goals. 
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Chairman  ROSTENKOWSKI.  If  there  are  no  further  statements, 
Madam  Secretary,  welcome,  the  committee  is  looking  forward  to 
your  testimony. 

STATEMENT  OF  HON.  DONNA  E.  SHALALA,  SECRETARY  OF 
HEALTH  AND  HUMAN  SERVICES 

Secretary  Shalala.  Thank  you,  Mr.  Chairman  and  members  of 
the  committee.  It  is  indeed  an  honor  to  appear  before  you  this 
afternoon  to  discuss  the  President's  comprehensive  plan  for  health 
system  reform. 

At  Health  and  Human  Services  we  are  enthusiastic  about  the 
promise  of  the  President's  plan  for  health  reform.  We  have  worked 
many  months  on  the  details  of  this  plan  and  believe  it  will  deliver 
what  the  President  has  promised,  a  system  that  provides  every 
American  with  the  security  of  health  care  that  is  always  there. 

Our  enthusiasm  is  tempered,  however,  by  the  knowledge  that 
when  this  legislative  process  is  completed,  it  will  be  HHS  as  well 
as  other  agencies  that  must  share  in  implementing  the  program  in 
rapid  fashion  so  that  the  benefits  we  promise  today  quickly  become 
the  reality  of  American  life  tomorrow.  It  is  a  daunting  task,  but  we 
look  forward  to  the  challenge. 

Before  I  begin  my  formal  remarks,  I  would  like  to  pay  special 
tribute  to  the  members  of  this  committee  who  have  worked  so  hard 
to  keep  the  issue  of  health  reform  alive  and  well  during  the  many 
years  of  national  debate. 

Chairman  Rostenkowski,  I  know  of  your  deep  commitment  to  the 
health  of  our  people,  a  commitment  that  shows  in  the  work  that 
you  do  every  day  here  on  in  the  Capitol  and  in  your  district,  where 
hospitals  and  other  facilities  bear  not  only  your  name,  but  your  im- 
print of  caring. 

We  in  the  Clinton  administration  know  that  we  did  not  discover 
the  issue  of  health  reform,  and  I  believe  that  together  we  can  make 
it  happen.  Over  the  coming  months,  we  will  consult  with  you,  work 
with  you,  and,  yes,  sweat  with  you  over  the  details  of  this  plan. 
And  I  commit  to  you  now  that  we  will  listen  to  your  comments,  to 
your  criticisms  and  to  your  ideas  so  that  together  we  can  fashion 
the  best  health  care  system  for  our  people.  And  when  we  are  done, 
I  promise  you  that  my  department  will  be  ready  to  share  in  imple- 
menting the  new  law  with  all  the  urgency  that  it  will  require. 

In  his  speech  to  the  joint  session  of  Congress,  the  President  laid 
out  six  principles  that  have  guided  our  work:  security,  simplicity, 
savings,  quality,  choice,  and  responsibility.  As  long  as  we  adhere  to 
these  guideposts,  we  can  create  a  system  of  health  care  delivery 
and  financing  that  provides  the  kind  of  protection  for  the  American 
family  that  all  of  us  desire.  It  has  been  heartening  to  hear  the  level 
of  agreement  on  these  six  points.  If  we  can  agree  on  where  we  want 
to  end  up,  the  task  of  getting  there  will  be  made  all  the  easier. 

We  offer  a  plan  that  will  guarantee  Americans  the  security  of 
health  insurance  that  is  both  affordable  and  reliable. 

We  promise  consumers  and  providers  of  health  care  a  system 
that  is  simplified,  so  that  all  players  will  know  what  is  due  them 
and  what  is  expected  of  them. 

We  will  provide  savings  for  individuals,  for  business  owners,  and, 
yes,  for  government,  too. 
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And  we  will  protect  the  quality  of  a  health  care  system  that  is, 
for  many,  the  best  in  the  world;  and  we  will  make  sure  that  it  is 
available  to  all  of  our  citizens. 

We  will  offer  all  Americans  a  choice  of  health  care  plans  that  will 
compete,  not  on  the  basis  of  who  can  crafl  the  slickest  marketing 
plan,  but  on  the  basis  of  who  can  offer  the  best  policy  to  meet  the 
needs  of  communities,  families,  and  individuals.  And  we  will  pro- 
tect our  citizens'  right  to  choose  from  among  the  thousands  of  tal- 
ented health  care  professionals  who  stand  ready  to  care  for  them 
in  their  time  of  need — and  who  might  prevent  or  forestall  that 
need. 

And,  finally,  we  will  ask  everyone — employers  and  employees, 
hospitals,  physicians,  nurses,  insurers,  pharmaceutical  companies, 
rich  and  poor  and  middle  class — to  take  responsibility  for  their 
health,  be  it  financial  or  physical. 

Let  me  talk  a  bit  more  about  savings,  a  topic  that  I  know  is  of 
great  concern  to  you  as  it  is  to  the  President  and  to  me. 

In  many  ways,  our  reform  plan  is  built  on  the  principle  of  sav- 
ings, for  without  savings  we  could  not  do  any  of  the  remarkable 
things  we  plan  to  do  about  access  to  quality  of  care.  Without  sav- 
ings, we  could  not  with  a  straight  face  promise  the  American  public 
universal  coverage.  Conversely,  we  cannot  guarantee  savings  with- 
out a  system  that  encompasses  all  of  our  people. 

The  need  for  savings — by  individuals,  by  businesses,  and  the 
Federal,  State  and  local  governments — has  in  many  ways  driven 
the  issue  of  health  reform  to  the  top  of  the  national  agenda. 

Our  families  frequently  cannot  afford  to  buy  insurance  even  if  it 
is  available  to  them. 

Our  businesses  often  must  choose  between  profits  and  insurance 
coverage. 

Our  workers  all  too  frequently  must  choose  between  wages  and 
benefits.  And  our  Government,  be  it  here  in  Washington  or  around 
the  country,  often  must  choose  between  spending  our  scarce  re- 
sources on  health  care  or  on  our  schools,  on  our  roads,  and  on  other 
important  demands. 

The  fact  is,  for  families,  for  businesses,  labor,  and  Government, 
there  really  isn't  any  choice.  Under  our  current  inflationary  health 
system,  all  of  us  are  paying  a  very  high  price  for  care  that  often 
is  neither  appropriate  nor  cost  effective.  We  can  do  better  and 
under  the  President's  plan,  we  will. 

The  President's  health  reform  plan  will  squeeze  out  the  fat  while 
retaining  a  high-quality  system  of  care. 

How  does  it  do  it?  First,  by  placing  the  majority  of  our  citizens 
in  large  health  alliances,  consumers  will  gain  the  competitive  ad- 
vantage they  now  lack. 

Second,  by  requiring  all  employees  to  contribute,  we  will  even — 
all  employers  to  contribute — out  the  playing  field  so  that  busi- 
nesses can  compete  on  an  even  footing. 

Third,  by  reforming  our  insurance  laws,  we  can  make  cherry- 
picking  and  cream-skimming  as  obsolete  as  the  Pony  Express  and 
rotary  telephones. 

Fourth,  by  applying  a  thoughtful  system  of  insurance  premium 
limits,  we  can  bring  down  the  rate  of  growth  in  our  system  from 
its  historical  double-digit  rate  to  that  of  the  general  economy. 
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At  the  same  time,  we  must  apply  the  same  principles  of  savings 
to  our  public  programs  that  we  do  in  the  private  sectors.  By  doing 
so,  we  can  make  our  Medicare  and  Medicaid  programs  not  only 
more  cost  effective,  but  more  viable  for  the  long  term. 

We  ask  for  a  small  contribution  from  our  largest  employers  who 
can  have  their  own  alliance  system,  so  that  we  can  finance  the  im- 
provements in  our  infrastructure  that  will  benefit  the  entire  sys- 
tem, including  those  in  regional  or  corporate  alliances. 

And,  finally,  we  propose  an  increase  in  the  Federal  excise  tax  on 
cigarettes,  not  only  to  raise  funds  for  our  reforms  but  to  discourage 
the  use  of  a  substance  that  is  the  cause  of  300,000  deaths  a  year 
in  this  country. 

We  also  intend  to  achieve  savings  with  a  renewed  emphasis  on 
prevention.  Our  comprehensive  benefit  package  includes  an  array 
of  prevention  services  that  will  save  lives  and  money. 

By  providing  women  with  regular  mammograms  after  age  50,  we 
can  reduce  the  scourge  of  breast  cancer. 

By  offering  all  Americans  a  regular  physical  examination,  we  can 
detect  health  problems  at  an  early  stage  and  save  on  treatment 
costs. 

And  to  create  greater  incentive  for  these  important  services  we 
propose  to  exempt  them  from  cost  sharing. 

Finally,  I  believe  we  will  save  money  by  investing  in  our  health 
care  infrastructure,  by  expanding  the  number  of  community  and 
migrant  health  centers,  and  by  increasing  the  size  of  the  National 
Health  Service  Corps,  we  will  fulfill  the  promise  of  universal  cov- 
erage. As  you  and  I  both  know  well,  the  provision  of  an  insurance 
card  to  every  American  won't  guarantee  access  if  there  are  not 
enough  facilities  and  practitioners  there  to  serve  them. 

In  conclusion,  Mr.  Chairman,  I  believe  we  share  a  common  vi- 
sion, one  of  a  health  care  system  that  is  secure,  but  not  stagnant; 
simple,  but  not  simplistic;  one  that  saves  rather  than  saps  our  re- 
sources; that  gives  us  choice  not  chance;  guarantees  quality  for  all, 
not  just  a  few;  and  asks  for  responsibility  instead  of  risk. 

None  of  this  will  come  easily,  not  here  on  Capitol  Hill,  not  at  my 
department,  not  in  State  legislatures,  and  certainly  not  in  the 
board  rooms  and  the  family  rooms  of  this  country. 

But  we  believe  we  can  work  together  to  make  change  work  and 
to  make  reform  work. 

Each  of  us  has  come  here  to  our  Nation's  capital  to  improve  the 
lives  of  the  people  we  represent  and  of  those  we  care  about.  Too 
often  our  efforts  to  achieve  change  are  necessarily  at  the  margins. 
Health  reform  presents  all  of  us  with  a  chance  to  be  a  part  of  his- 
tory— to  be  able,  as  we  end  this  century,  to  leave  behind  us  tan- 
gible evidence  of  our  ideas  and  our  work. 

It  allows  us  to  keep  the  promise  of  America.  Health  care  reform 
is  about  those  that  each  of  you  represents.  It  is  about  our  own  chil- 
dren, it  is  about  our  friends  and  our  neighbors.  It  is  about  big 
dreams,  big  steps,  and  big  changes. 

I  began  my  testimony  by  saying  we  will  listen  to  your  ideas,  and 
right  now  I  would  be  pleased  to  respond  to  your  questions.  Thank 

you.  J 

Chairman    RoSTENKOWSKl.    Thank    you    very    much.    Madam 

Secretary. 
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You  are  well  aware  that  this  committee  just  finished  working  on 
a  package  that  will  reduce  Medicare  spending  by  nearly  $56  billion 
over  the  next  5  years.  I  am  quite  concerned  about  the  impacts  of 
an  additional  $124  billion  in  reductions,  and  what  effect  they  will 
have  on  Medicare's  ability  to  continue  to  keep  its  promise  to  the 
elderly. 

What  assurances  can  you  give  us  that  this  level  of  savings  can 
be  reached  without  adversely  affecting  Medicare  patients? 

Secretary  Shalala.  Mr.  Chairman,  we  have  made  an  enormous 
effort,  and  I  hope  the  list  we  will  send  up  to  you  will  reveal  that — 
to  make  certain  that  what  we  are  doing  is  slowing  down  the  rate 
of  increase  for  providers,  as  opposed  to  affecting  beneficiaries. 

Let  me  say  that  we  are  quite  open  to  conversations  about  that 
list.  But  our  underlying  strategy  was  to  slow  down  the  rate  of 
growth  in  Medicare;  and  the  $124  billion  that  we  have  rec- 
ommended will  slow  the  growth  from  three  times  the  rate  of  infla- 
tion to  just  under  two  times  the  rate  of  inflation.  We  don't  view 
these  as  cuts. 

But  there  is  no  question  it  will  not  be  easy  for  many  of  the  pro- 
viders to  slow  down  reimbursement  rates  and  other  kinds  of  things. 

Chairman  Rostenkowski.  Mr.  Archer. 

Mr.  Archer.  Thank  you,  Mr.  Chairman.  Madam  Secretary,  there 
is  a  great  deal  of  concern  on  the  part  of  many  Americans  who 
treasure  their  very  special  relationsnip  with  their  family  doctors, 
their  personal  doctors.  And  I  would  like  to  ask  you  if — when  your 
plan  is  fully  implemented — ^you  can  guarantee  to  a  family  that  they 
will  be  able  to  maintain  that  very  special  relationship  with  their 
doctors.  For  example,  where  the  woman  has  a  gynecologist  or  an 
obstetrician  that  knows  her  well  and  has  been  working  with  her  for 
a  number  of  years;  where  there  is  a  pediatrician  that  the  children 
are  extremely  comfortable  with — and,  as  you  may  know,  that  is  a 
tough  part  of  the  practice  in  trying  to  deal  with  children,  when  you 
have  got  the  white  coat  on — and  where  there  is  a  general  internist 
that  knows  all  the  family  background,  and  has  taken  care  of  the 
family  for  a  number  of  years. 

This  is  a  very,  veiy  special  treasure  to  Americans  today.  Will 
your  plan  guarantee  them  that  they  can  maintain  that  very  special 
relationship  with  each  of  those  three  doctors? 

Secretary  Shalala.  Congressman  Archer,  many  Americans  have 
obviously  communicated  directly  to  us  that  that  their  relationship 
with  their  doctor  is  absolutely  key  to  their  own  feelings  about  any 
kind  of  change  in  their  health  care.  But  there  are  millions  of  Amer- 
icans who  have  never  had  any  kind  of  choice. 

We  believe  that  the  President's  proposal  will  give  Americans 
more  choice  than  they  currently  have.  We  have  made  it  clear  that 
as  part  of  that  choice,  families  can  go  into  a  managed  care  situa- 
tion or  into  a  fee-for-service  situation.  Even  if  they  are  in  a  man- 
aged care  situation,  we  are  looking  at  opportunities  for  them  to  fol- 
low perhaps  one  doctor  to  another — in  yet  another  situation  where 
they  could  use  a  point-of-service  option,  if  all  of  their  physicians 
were  not  inside  the  plan  that  they  particularly  picked. 

We  will  encourage  doctors  to  be  members  of  more  than  one  plan 
and  most  of  them  will  join  both  fee-for-service  as  well  as  other 
plans. 
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But  if  your  point  is,  have  we  made  every  effort  to  both  expand 
choice  in  the  President's  plan  as  well  as  make  it  as  easy  as  possible 
for  Americans,  the  answer  is  yes.  And  if  you  or  any  member  of  this 
committee  have  some  recommendations  that  will  even  improve 
upon  these  small  efforts,  we  would  be  happy  to  hear  them. 

Mr.  Archer.  As  I  listen  to  you,  you  are  talking  about  expanding 
choice  in  a  general  sense,  but  in  the  specific  instance  that  I  men- 
tioned, what  I  hear  you  saying  is,  no,  you  cannot  make  that  guar- 
antee; that  these  people  are  going  to  have  to  accept  a  plan  which 
will,  as  you  put  it,  give  more  choice  to  others,  but  not  to  them. 

Secretary  Shalala.  That  is  not  what  I  am  saying  at  all. 

Mr.  Archer.  Well,  I  don't  understand  how  your  answer  specifi- 
cally replies  to  the  specific  anecdotal  situation  that  I  mentioned. 
Can  you  or  can  you  not  assure  that  that  family  can  keep  with  three 
independent  doctors  today,  their  same  relationship? 

Secretary  Shalala.  If  they  choose  the  fee-for-service  option  in 
the  alliances,  and  their  doctors  choose  to  go  into  that  fee-for-service 
plan,  I  absolutely  could  guarantee  it.  If  they  go  into  a  closed-panel 
plan,  they  will  know  in  advance  that  they  will  choose  their  doctors 
within  that  plan;  but  if  they  want  to  follow  their  own  doctors,  we 
fully  expect  those  doctors  to  sign  up  for  both  fee-for-service  as  well 
as  for  other  plans. 

Mr.  Archer.  Well,  those  are  two  big  "ifs,"  and  I  am  told  by  staff 
that  it  is  a  very  distinct  reality  that  the  fee-for-service  plans  will 
not  be  viable  options  under  the  State  alliances  because  of  the  se- 
vere restrictions  that  are  put  upon  them,  and  they  may  not  endure 
the  process. 

So  I  do  thank  you  for  your  response. 

Chairman  ROSTENKOWSKL  Mr.  Gibbons  will  inquire. 

Mr.  Gibbons.  Secretary  Shalala,  America,  as  I  see  it,  has  worked 
its  way  into  a  very,  very  expensive  health  care  mode.  Simply,  doc- 
tors' cnarges  continue  to  escalate  at  a  much  faster  pace  than  the 
rate  of  inflation;  hospital  charges  tend  to  escalate  much  faster  than 
the  rate  of  inflation,  and  other  providers'  charges  also  escalate 
much  faster. 

How,  in  this  proposal,  do  you  expect  to  get  a  handle  on  these 
charges? 

Secretary  Shalala.  I  think  that  the  system  itself,  as  designed, 
will  offer  competition  that  will  help  us  to  hold  doNvn  costs.  And  sim- 
ply giving  Americans  a  choice  of  plans  will  make  it  a  buyers,  as  op- 
posed to  a  sellers,  market,  and  the  plans  will  be  forced  to  compete 
for  those  consumers.  This  competitive  system  will  help  us  to  hold 
costs. 

In  addition  to  that,  we  do  have  a  backup  system.  We  have  made 
it  very  clear  that  we  intend  to  try  to  slow  the  growth  in  the  pre- 
miums, and  we  have  established  targets  that  are  very  tough  for  the 
plans  to  meet. 

But,  finally,  I  believe  the  strongest  way  to  hold  down  costs  in  the 
system  is  to  cover  everyone.  Currently,  there  are  large  numbers  of 
Americans  who  are  using  the  most  expensive  parts  of  the  health 
system,  for  example,  using  emergency  rooms  when  a  primary  care 
physician  would  be  more  appropriate.  The  unevenness  of  coverage 
forces  some  Americans  to  access  the  only  place  they  can,  which  is 
an  expensive  part  of  the  system. 
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The  lack  of  prevention  in  our  system  clearly  has  an  impact  on 
costs.  The  combination  of  having  eveiyone  covered,  having  a  strong 
prevention  element,  putting  competition  back  into  the  system,  and 
slowing  the  rate  of  growth  through  premium  targets  will  help  us 
to  keep  costs  down  overall  in  the  years  to  come. 

Mr.  Gibbons.  Well,  I  understand  the  preventive  side  of  it,  but  I 
have  a  little  trouble  understanding  the  other  side  of  it,  because  I 
don't  know  where  the  choke  point  is  or  where  the  actual  bringing 
down  of  this  rapid  increase  is. 

As  I  look  at  hospitals,  there  are  vacant  beds;  there  is  certainly 
competition  at  the  hospital  level  for  patients.  I  don't  find  that  the 
doctors  are  going  to  really  be  that  competitive;  most  doctors'  offices 
that  I  have  a  chance  to  visit  are  full  today  with  patients;  doctors 
work  pretty  long  hours,  as  I  see  it.  How  is  all  of  this  going  to  bring 
about  cost  reduction? 

Secretary  Shalala.  Well,  I  think  that  if  Americans  compete  the 
way  they  normally  do,  they  will  be  looking  for  a  plan  that  is  both 
high  coverage  and  as  inexpensive  as  they  could  possibly  find.  So 
the  competition  between  the  plans,  with  the  consumers  being  able 
to  choose  between  plans  and  the  consumers  being  able  to  make  it 
clear  that  what  they  are  looking  for  is  price  and  quality — price  and 
quality  will  help  to  hold  down  costs  in  the  system. 

In  addition  to  that,  we  have  taken  no  chances.  We  have  made 
certain  that  we  slow  down  the  rate  of  growth  for  the  premiums 
that  everyone  will  pay,  and  the  fact  we  have  slowed  down  the  rate 
of  growth  in  the  premiums  and  established  a  national  system  will 
help  us  to  hold  down  costs. 

Mr.  Gibbons.  Thank  you. 

Chairman  ROSTENKOWSKI.  Mr.  Pickle  will  inquire. 

Mr.  Pickle.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  I  approve  of  the  objectives  of  the  plan  as  pro- 
posed, and  I  am  sure  all  of  us  share  that  general  feeling.  We  talk 
here  in  terms  of  rather  general,  placid  understandings,  but  we 
don't  have  a  bill  before  us. 

Now,  when  that  bill  is  submitted,  that  calmness  is  going  to  dis- 
appear and  everybody's  temperature  is  going  to  start  going  up,  and 
we  are  going  to  need  a  doctor  here  at  every  hearing.  When  we  will 
get  a  bill  up  here? 

Secretary  Shalala.  We  have  indicated  that  we  expect  a  bill,  in- 
cluding the  financing  scheme,  to  be  up  here  in  about  2  weeks. 

Mr.  Pickle.  Well,  now  I  asked  that  question  2  weeks  ago,  and 
it  was  2  weeks.  Is  it  2  weeks  from  2  weeks  ago,  or  2  weeks  from 
now?  I  am  not  trying  to  nail  you,  but  until  we  have  the  bill  before 
us  and  we  can  specifically  examine  some  of  these  things,  we  are 
going  to  be  talking  generalities,  and  we  need  to  get  down  some 
facts. 

Secretary  Shalala.  I  understand  that. 

Mr.  Pickle.  Let  me  ask  you  one  area  that  concerns  me  and  that 
is  about  the  alliances.  I  want  you  to  tell  me  how  the  alliances  will 
work. 

Everybody  under  5,000  employees  is  supposed  to  be  under  an  al- 
liance. That  means,  on  a  State  basis,  we  are  going  to  have  all  kinds 
of  alliances. 


77 

I  would  assume  that  alliances  would  encompass  about  80  percent 
of  the  people  in  America.  I  don't  know  whether  it  would  be  75  or 
80,  but  nearly  everybody.  So  that  means  every  State  then  has  got 
to  organize  itself  into  these  alliances;  and  I  presume  that  first  the 
State  legislatures  must  authorize  or  set  up  these  alliances,  and 
that  means  the  State  has  got  to  pass  laws  that  say,  we  want  this. 

Do  they  have  any  model?  Do  they  know  what  question  to  ask? 
Do  the  States  approve  of  this  approach?  Can  you  tell  me  that? 

Secretary  Shalala.  Yes,  we  nad  long  conversations  with  the  Na- 
tional Governors  Conference  and  representatives  of  the  State  legis- 
latures. The  States  will  be  given  the  flexibility  to  determine  the 
number  of  alliances,  and  the  States  can  determine  that  there  is 
only  going  to  be  one. 

Mr.  Pickle.  That  is  not  likely,  though.  I  have  the  city  of  Austin, 
Tex.;  my  guess  is  that  there  may  be  50  or  100  plans  in  that  one 
city,  but  just  one  alliance?  Is  that  it? 

Secretary  Shalala.  At  the  moment,  our  thinking  is  that  one 
could  not  break  up  the  city,  that  the  alliance  would  cover  the  entire 
city  area. 

Mr.  Pickle.  Do  you  take  a  level?  Is  it  50,000  or  100,000?  Does 
it  vary? 

Secretary  Shalala.  That  will  be  up  to  the  State.  There  will  be 
general  guidelines  for  the  State. 

Mr.  Pickle.  How  do  the  employers  and  employees  get  together? 
Do  they  get  the  spirit  one  day  and  go  down  and  call  the  telephone 
company  and  say,  where  do  I  go?  I  am  trying  to  be  practical. 

Secretary  Shalala.  I  understand.  I  think  it  would  be  a  little 
more  systematic  than  that.  The  alliances — the  alliances  and  the 
governance  structure  of  the  alliances  will  be  representatives  of  con- 
sumers and  businesses  in  that  area.  And  they  will  basically  orga- 
nize the  markets  and  determine — they  will  determine  the  number 
of  plans  that  are  going  to  be  in,  will  set  up  guidelines  for  the  plans, 
and  they  then  will  help  to  organize  the  advertising.  They  will  be 
the  financial  agents;  they  will  pay  into  the  alliances. 

Some  individuals  who  are  self-employed  will  pay  into  the  alli- 
ances. And  then  the  alliances  will  distribute  the  money  to  the 
plans. 

Mr.  Pickle.  Does  the  State  actually  say  there  will  be  one  alli- 
ance or  will  the  State  say  there  will  be  hundreds  of  plans?  They 
have  to  make  that  decision  first.  I  understand  that  there  must  be 
one  fee-for-service.  I  understand  that.  What  about  the  rural  sec- 
tion? They  have  to  have  an  alliance.  Does  each  county,  under  a 
county,  or  different  portions  of  a  county,  or  what? 

Secretary  Shalala.  Congressman  Pickle,  I  am  not  skilled  enough 
to  read  the  behavior  of  every  State  government  in  terms  of  how 
thev  draw  the  lines  around  their  alliances.  In  the  legislation,  we 
will  be  discussing  both  the  guidelines  for  the  alliances  and  what 
they  will  look  like.  We  hope  to  give  the  States  the  flexibility  to  be 
able  to  determine  how  many  alliances  they  will  have  in  the  State. 
Rural  areas  will  have  to  be  covered  by  an  alliance.  And  we  will  ob- 
viouslj'  encourage 

Mr.  Pickle.  The  point  I  want  to  make  to  the  Secretary  is  that 
the  cities  and  the  counties  want  to  know  how  to  get  together  on 
the  alliance.  You  are  doing  away  with  all  other  health  programs. 
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in  effect.  People  want  to  know  how  to  start,  how  to  get  together 
and  proceed.  Must  it  be  under  a  particular  plan  or  alliance?  Can 
they  use  a  third-party  administrator? 

Mrs.  Clinton  suggested  that  there  was  a  provision  for  them.  As 
soon  as  you  can,  give  us  an  outline  of  how  it  works.  We  are  con- 
fused, as  everybody  else  must  be.  You  must  advance  that,  or  we 
won't  be  able  to  get  to  first  base. 

Secretary  Shalala.  Congressman,  I  think  from  a  consumer  point 
of  view  it  will  be  straightforward.  There  will  be  plans  in  the  alli- 
ance that  they  recognize  because  some  of  them  will  already  have 
been  in  that  plan.  The  pajonent  system  will  be  similar  to  the  cur- 
rent system,  employer-based.  The  role  that  the  alliance  will  play  to 
organize  the  markets  will  be  pretty  straightforward,  but  we  cer- 
tainly could  give  you  a  chart  in  a  final  piece  of  legislation  that  will 
be  coming  up  here  in  a  couple  of  weeks.  We  will  have  it  accom- 
panied by  explanations  for  what  the  alliance  will  do,  what  the 
States  will  do,  and  what  the  Federal  Government  will  do. 

Chairman  ROSTENKOWSKI.  Mr.  Thomas. 

Mr.  Thomas.  Thank  you,  Mr.  Chairman. 

I  will  apologize  at  the  beginning  for  myself  and  others  if  we  ask 
what  sometimes  'seem  to  be  inane  questions.  It  is  just  that  I  have 
spent  weeks  with  Ira  Magaziner  in  going  over  particular  areas  and, 
in  fact,  I  have  seen  changes  in  various  areas,  including  funding 
mechanisms,  as  recently  as  the  day  of  the  President's  joint  address. 
So  there  are  a  number  of  us  who  are  loath  to  say  we  understand 
the  plan,  because  we  don't  have  it  in  front  of  us,  and  we  are  anx- 
ious to  have  the  specifics  in  front  of  us  so  that  we  can  walk  into 
a  discussion  of  the  plan  and  the  way  it  works. 

Mr.  Chairman,  I  would  ask  unanimous  consent  that  this  editorial 
from  the  Los  Angeles  Times  on  September  21  be  put  in  the  record. 

Mr.  GffiBONS  [presiding].  Without  objection. 

[The  information  follows:] 
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ofTHE  TIMES 


The  $l-Billion  Misunderstanding 

That  amount  would  barefy  cover  mttUcal  costs  for  illegal  Immigrants  in  California  alone 


RMUty  hu  t  way  of  Uklai  nuay  af 
tht  mnd  IdMi  Uiat  emtniM  (ran 
WuAiniten  and  maldni  th«in  look. 
wtlL  vtry  lntd«quais.  And  nuyte 
■VM  wtif dly  out  9/  ntf. 

That'f  lomtthlnf  th*  CUoion  turn 
ihould  rtmtmbtr  thti  wmIc  u  it 
unviUi  tht  loDi-awiltod  draft  plan  to 
ovarhaul  th*  aation'a  health  cart 
lyttam.  And  that'f  lointthini  Call- 
fernia  muii  not  let  tht  Prtildint 
(ortet  ai  it  flfhU  for  lu  fair 
ihare  of  ttdtral  fundi  te  eovtr  tht 
cotta  of  medical  irtatmant  for  lUtial 
Imraigrantt.  Btcauit  thoit  eeiu  vt 
homflc. 

Ira  Magaalntr,  dirteter  of  tht 
White  Hoiut'i  health  eart  tatk  ferct, 
uy*  that  federal  hulth  Inauranee 
eovcrafe  would  aot  be  exunded  to 
Illegal  retldenu.  Inattad.  ai  pan  of 
iht  Clinton  plan,  tht  government 
would  Mt  up  a  itpanu  pool  totaltef 
about  II  billion,  that  Admlnlnration 
o^ciali  Inilil  would  pay  tht  eoiiu  to 
treat  lUifal  rtildmu  ard  dtal  with 


other  "rtfional  health  prlerlttei." 
Then  Inelode  the  pnventlen  of  com- 
mualeablo  diaaant-lseludinc  tubcr- 
culotii  and  AIM— u  wtU  u  control - 
lliu  vloltnet  In  the  Inner  city. 

Thtt'i  a  lot  to  aik  of  a  meaaly 
billion  In  a  nation  of  SO  lUiet.  In  faot. 
a  hard  look  ihewt  that  the  numberi 
aren't  tvtn  elote  te  addlnf  up. 

Undtf  federal  law.  hMpltala  muat 
provide  enoTtacy  medical  treat* 
ment,  reganllan  of  a  perion'i  nation- 
ality or  ability  to  pay.  Rl|ht  now 
California  ii  heme  to  nearly  half  of 
the  nation'*  eatimated  3  mlWon  illegal 
Immlgranti.  In  1986  federal  Immigra- 
tion  reform  wu  luppoied  to  provide 
adequate  compeniatlon  to  itatei 
whote  esiatlng  Ulegal  posulailoni  had 
in  effect  been  ''grudfatJ]ered"-ret- 
roaetlvely  eevered— by  the  reform. 
But  little  of  that  money  ever  got  here. 
And  medical  treatment  now  eeau  the 
itaie  about  1880  mlUlen  annually,  an 
expenae  that  hu  tripled  In  the  latt 
four  yeara.  Of  eoune.  illegal  Immlg- 


ranti  eonvibute  to  the  aute's  econo- 
my in  many  waysj  but  the  medical  bill 
for  their  treatment,  mandated  by 
federal  law.  keepa  aoaring. 

To  make  matteri  went,  two  faeiori 
add  eenaldsrabty  to  the  lute'i  medi- 
cal ooiti.  Times  writer  Irene  Wle- 
lawaki  aald  in  a  recent  two-part  lerlei 
on  lUtgal  Immlgranu  and  the  health 
care  lyitere.  One  ia  that  out  of  fear  of 
dtperuilen,  many  Ulegal  reiidenu  do 
net  leek  preventive  or  early  oare  and 
Initead  wait  until  their  ailmenta  6e- 
eome  levera,  and  eonaequently  mere 
exptnalvt  to  trtat.  Anothtr  troubling 
pbtnomenon  li  that  of  wtll-off  for- 
ilgnen  coming  te  California  primari- 
ly te  uae  iu  hoipitali  and  then  falacly 
nylng  they  are  unable  te  pay, 

Perhapi  new  immigration  reform 
would  help.  But  10  would  more  mon- 
ey. To  have  a  credible  plan  the 
nunberi  muat  add  up.  So  far  Cllnton'i 
propeial  falla  far  ahen  of  what'i 
needed.  Thit  If  a  gentle-bui  cru- 
et ai— reminder. 
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Mr.  Thomas.  Madam  Secretary,  the  editorial  is  headed  "The  Si- 
Billion  Misunderstanding."  We  have  heard — and  this  is  part  of  my 
concern  about  not  having  a  plan  in  front  of  me,  to  fully  understand 
what  is  meant  by  the  general  terms — for  example,  the  $1  billion 
fund  has  been  discussed.  My  understanding  is  that  the  representa- 
tion of  the  $1  billion  fund  is  that  it  is  for  illegal  residents  and  other 
regional  health  priorities. 

Could  you  give  me  a  feeling  for  what  the  other  regional  health 
priorities  are  in  the  $1  billion  fund? 

Secretary  Shalala.  I  assume,  Congressman  Thomas,  you  are 
talking  about  the  public  health  portion  of  the  President's  health  re- 
form initiative,  I  would  not  put  a  $1  billion  number  on  it.  I  am  not 
quite  sure — I  know  there  were  some  numbers  in  the  draft  that  was 
up  here 

Mr.  Thomas.  No,  Madam  Secretary,  I  will  quote  from  the  edi- 
torial. It  says,  "Ira  Magaziner,  the  Director  of  the  White  House's 
Health  Care  Task  Force,  says  that  Federal  health  insurance  cov- 
erage would  not  be  extended  to  illegal  residents.  Instead,  as  part 
of  the  Clinton  plan,  the  Government  would  set  up  a  separate  pool 
totaling  about  $1  billion  that  administration  officials  insist  would 
pay  the  cost  to  treat  illegal  residents  and  deal  with  other,  'regional 
health  priorities.'"  Does  that  focus  it  at  all? 

Secretary  Shalala.  Yes,  it  does  and  that  is  helpful,  but  I  still 
would  not  want  to  attach  a  number  to  it. 

Let  me  explain  what  the  public  health  initiative  will  be. 

Mr.  Thomas.  I  have  a  very  limited  time.  Are  you  saying  that  the 
Times  editorial  representing  $1  billion  is  not  accurate? 

Secretary  Shalala.  It  is  not  accurate. 

Mr.  Thomas.  Would  it  be  double  that  amount? 

Secretary  Shalala.  I  cannot  tell  you  at  this  point,  but  let  me  tell 
you  what  the  context  is. 

Mr.  Thomas.  Well,  that  is  the  problem  with  the  continued  discus- 
sion in  a  general  touchy-feely  context.  The  problem  is  this.  The 
problem  of  illegal  aliens  in  California  is  not  a  partisan  issue.  Sen- 
ator Feinstein  and  others  are  concerned  about  it,  as  well  as  Gov- 
ernor Wilson. 

California  currently  pays  $880  million  a  year  on  the  medical 
needs  of  illegal  residents.  That  has  gone  up  three  times,  triple  in 
the  last  4  years.  If  we  can't  put  a  dollar  amount  on  this  fund  which 
is  structured  for  illegal  aliens,  if  we  can't  describe  what  the  other 
required  health  priorities  are  going  to  be,  then  it  is  extremely  dif- 
ficult for  those  of  us  from  California  to  get  a  handle  on  what  this 
program  is  going  to  look  like. 

Let  me  ask  you  another  question  about  it  and  see  if  I  can  get  a 
definitive  answer. 

Is  that  X  amount  of  money,  for  whatever  it  is  for — illegal  resi- 
dents and  others — is  that  just  for  the  50  States  and  the  District  of 
Columbia,  or  is  that  for  the  50  States,  District  of  Columbia,  Puerto 
Rico  and  the  Virgin  Islands? 

Secretary  Shalala.  Congressman,  we  will  have  a  fund  for  every- 
one who  is  covered,  including  Puerto  Rico  and  Guam  and  the  Vir- 
gin Islands,  but  this  fund  is  not  simply  for  undocumented  aliens. 
It  is  for  the  public  health,  the  enhancement  of  the  public  health 
portion  of  the  plan. 
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Mr.  Thomas.  Does  it  include  undocumented  aliens? 

Secretary  Shalala.  It  continues  this  country's  commitment  to 
help  States  like  California. 

Mr.  Thomas.  California  spends  $880  million  now.  So  if  it  is 
$1  billion,  it  barelv  covers  California,  let  alone  the  other  49  States 
and  the  District  of  Columbia  and  the  Virgin  Islands  and  Guam  and 
Puerto  Rico. 

Secretary  Shalala.  V:Tiat  California  currently  covers  is  not  only 
for  undocumented  aliens,  but  it  is  also  for  thousands  of  people  who 
have  no  health  coverage.  But  we  intend  to  continue 

Mr.  Thomas.  We  have  half  of  the  illegal  aliens  in  the  United 
States,  and  it  is  primarily  for  those  folks. 

Secretary  Shalala.  I  understand. 

Mr.  Thomas.  So  in  my  question  about  this  fund,  one,  we  don't 
know  how  much  is  in  it;  and,  two,  we  don't  know  exactly  what  is 
covered  in  terms  of  other  regional  health  care  priorities;  and,  three, 
we  think  it  is  going  to  cover  the  50  States,  the  District  of  Colum- 
bia, Puerto  Rico,  Guam  and  the  Virgin  Islands. 

Our  problem.  Madam  Secretary,  is  that  we  can't  keep  doing  this. 
If  it  is  2  weeks  from  now  when  we  get  a  specific  plan,  fine,  but  I 
asked  a  very  specific  question  based  on  the  editorial  in  the  Los  An- 
geles Times  because  Californians  are  very  concerned  about  the 
question  of  funding  of  illegal  aliens,  if  it  is  going  to  be  separate 
from  this  amount.  We  think  it  is  a  Federal  responsibility. 

We  don't  think  that  the  Federal  Government  has  been  living  up 
to  its  responsibility  in  California  or  other  southwestern  States.  At 
some  point,  I  hope  that  we  get  specifics  so  that  we  can  then  have 
another  dialog  about  whether  or  not  the  program  is  encompassing 
enough  and  whether  or  not  the  funding  is  enough.  I  look  forward 
to  the  discussion  in  the  future. 

Secretary  Shalala.  Congressman,  your  point  is  well  understood. 
And  I  understand  California's  concern  about  the  Federal  Govern- 
ment's commitment.  We  intend  to  continue  the  commitment. 

As  to  the  numbers,  I  have  indicated  that  we  will  have  them  in 
2  weeks.  We  also  intend  to  continue  to  help  low-income  people 
make  the  transition  into  the  new  system,  and  continue  our  commit- 
ments on  issues  like  AIDS  and  TB  and  a  whole  range  of  public 
health  issues.  That  is  what  is  in  the  package. 

Whether  we  have  put  enough  resources  in  for  undocumented 
aliens  to  help  California  and  the  other  States  will  be  a  part  of  our 
discussion  in  a  couple  of  weeks. 

Chairman  Rostenkowskl  Mr.  Rangel  will  inquire. 

Mr.  Rangel.  Thank  you,  Mr.  Chairman. 

Welcome  once  again.  I  have  really  been  disappointed  that  the  ad- 
ministration has  not  focused  itself  on  the  ravages  of  drug  abuse.  I 
had  thought  with  an  exciting  Attorney  General,  it  could  not  be 
avoided  when  we  were  talking  about  the  crime  bill  since  we  have 
1  million  people  in  jail  and  most  of  them  are  drug-related  cases. 
But  the  only  recommendation  I  saw  was  more  policemen.  Since 
opium  and  heroin  are  not  grown  in  the  United  States,  I  thought 
the  Secretary  of  State  might  speak  out  on  that  issue.  He  didn't. 

Everyone  realizes  that  demand  reduction  is  the  way  that  the  ad- 
ministration wants  to  go.  And  I  haven't  heard  anything  at  all  from 
the  Secretary  of  Education. 


82 

I  couldn't  see  how  HUD  could  even  think  about  urban  develop- 
ment with  the  drug  problems  the  homeless  have  and  the  amount 
of  toll  it  is  taking  in  the  inner  cities.  But  I  knew  that  when  it  came 
to  a  health  bill  that  the  administration  would  have  to  really  talk 
about  containing  costs  by  taking  a  look  and  kind  of  seeing  what 
causes  the  problem. 

And  I  g^ess  you  would  agree  that  the  most  expensive  type  of 
health  care  you  can  get  is  in  our  emergency  rooms.  And  recent  re- 
ports in  the  newspaper  indicate  that  there  is  a  sharp  increase  in 
drug-related  incidents  in  emergency  rooms — gunshot  wounds,  tu- 
berculosis, AIDS;  they  receive  the  most  expensive  care  that  you  can 
imagine. 

And  yet  we  are  talking  here  about  coverage,  but  no  one  is  ever 
talking  about  what  are  we  going  to  do  about  the  expanding  prob- 
lems, costly  problems,  in  the  inner  cities. 

Even  when  we  talk  about  NAFTA,  about  70  percent  of  the  drugs 
come  in  from  Mexico,  and  yet  I  could  not  get  anyone  on  this  com- 
mittee or  the  Trade  Ambassadors  even  to  mention  drugs  for  fear 
of  offending  our  friends  south  of  the  border. 

But  could  you  share  with  me  how  much  you  believe  we  are 
spending  in  Federal  dollars  for  treatment  that  is  related  to  drug 
abuse?  Someone  told  me  $40  billion. 

Secretary  Shalala.  Well,  I  wouldn't  be  surprised  if  it  is  that 
number.  I  am  not  prepared  to  actually  g^ve  you  that  number  right 
now.  But  I  can  tell  you  that  in  the  President's  new  health  plan,  we 
have  made  a  substantial  commitment  to  drug  treatment,  to  resi- 
dential care,  in  the  package  itself 

Mr.  Rangel.  I  am  not  talking  about  that,  because  we  will  never 
even  know,  and  no  Secretary  has  ever  known;  if  I  were  to  ask  how 
many  people  have  gone  through  the  treatment  and  returned  to 
drugs,  you  couldn't  tell  me  that.  No  Secretary  has  known.  As  a 
matter  of  fact,  the  last  Secretary  just  hired  someone  in  the  last 
year  to  say  he  was  going  to  check  it  out. 

But  treatment  really  is  only  part  of  the  answer.  Treatment 
doesn't  educate  someone,  doesn't  make  them  prepared  for  a  iob.  I 
am  not  talking  about  treatment.  I  am  talking  about  an  epidemic 
that  is  costing  us,  that  the  Secretary  of  Labor  doesn't  talk  about 
it  with  the  labor  force  being  what  it  is.  I  don't  know  anyone  talking 
about  it. 

But  I  am  not  talking  about  how  much  treatment  we  are  going 
to  give  someone  for  drugs.  When  are  we  ever  going  to  focus  as  to 
what  creates  people  who  are  so  hopeless  that  they  are  willing  to 
risk  their  lives  and  become  dependent  on  drugs.  I  know  Lee  Brown 
has  his  informal  discussions  as  a  Cabinet  official,  but.  we  haven't 
received  or  heard  any  message  at  all  from  the  White  House,  from 
any  of  the  Cabinet  officials,  as  to  whether  this  is  on  the  screen  for 
action,  besides  his  proposal  for  treating  them  in  the  context  of 
health  care  reform. 

I  know  that  we  jail  them.  But  obviously  that  is  not  the  answer 
when  7  out  of  10  of  them  return  to  jail  in  3  to  5  years.  So  we  treat 
them  and  we  jail  them.  And  I  don't  see  where  that  is  even  focusing 
us  on  the  problem  that  we  are  facing. 

Secretary  Shalala.  Congressman,  it  is  on  our  screen  at  HHS.  We 
have  taken  steps  both  to  coordinate,  as  you  well  know,  within  the 
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Department  our  efforts,  and  a  recognition  that  is  not  just  the  treat- 
ment parts,  but  a  combination  of  drug  education  and  job  training 
and  a  whole  set  of  integrated  efforts  that  need  to  be  done.  And  as 
you  know,  the  President's  own  drug  adviser,  the  so-called  drug 
czar,  will  report  shortly  on  the  President's  own  initiative  in  this 
area. 

But  let  me  assure  you,  as  part  of  the  health  care  reform  initia- 
tive, we  thought  very  long  and  hard  about  what  we  could  do  to  ex- 
pand treatment  as  part  of  a  broader  strategy  for  drug  addicts,  as 
something  that  fit  together  for  us.  And  in  the  Department  we  are 
very  much  both  concerned  and  energetic  on  this  issue. 

Chairman  Rostenkowski.  Mr.  Stark. 

Mr.  Stark.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  I  would  like  to  preface  my  remarks  today  by 
saying  I  don't  really  intend  to  even  fire  a  shot  in  the  direction  of 
the  messenger  today  because  I  and  my  colleagues  will  soon  become 
our  own  messengers.  I  don't  suspect  that  you  had  any  more  to  do 
with  writing  this  working  group  draft  than  I  did,  but  I  would  like 
to  just  suggest  to  you  that  there  are  some  messages  in  here  that 
are  perhaps  garbled.  We  ought  to  think  carefully  about  what  we 
are  saying  to  the  public. 

For  example,  this  plan  includes  a  new  block  grant  to  States  for 
long-term  care.  Now,  because  long-term  care  has  been  touted  as 
being  paid  for  by  cuts  in  Medicare,  you  have  seen  the  chart  that 
they  use  to  sell  the  people,  that  many  people — my  mom  and  Mrs. 
Clinton's  mom — are  going  to  get.  And  some  of  my  colleagues  I  just 
checked  with  today  have  the  erroneous  impression  that  that  is  a 
new  Medicare  benefit,  and  it  is  not. 

Now,  shouldn't  we  be  warning  our  parents  that,  unlike  Medicare, 
they  will  not  necessarily  be  entitled  to  long-term  care  services 
under  this  new  block  grant  program?  It  is  my  understanding  that 
will  be  at  the  mercy,  say,  of  Governor  Wilson  in  California  to  see 
whether  that  evolves  or  not.  Is  that  not  correct? 

Secretary  Shalala.  I  am  not  sure  whether  I  want  to  sign  on  to 
the  particular  possibilities  in  your  statement.  Number  one,  this  is 
not  an  entitlement  program  and  we  have  never  made  any  attempt 
that  I  know  of  to  suggest  that  it  is. 

Number  two 

Mr.  Stark.  But  you  suggested  that  it  was  a  Medicare  benefit 
that  you  were  giving  to  Medicare  beneficiaries.  I  have  heard  Ira 
Magaziner  talk  about  this.  We  are  going  to  give  Medicare  bene- 
ficiaries a  drug  benefit,  and  we  are  going  to  give  them  a  long-term 
care  benefit. 

Secretary  Shalala.  It  is  true  that  those  who  participate  in  the 
Government  programs— the  most  disabled,  the  elderly  that  are  dis- 
abled— will  benefit  from  this  program;  and  we  have  costed  it  out 
based  on  what  we  think  will  be  the  number  of  people  who  would 
be  eligible  to  participate  in  at  least  part  of  the  program.  It  does 
bring  a  block  grant,  some  flexible  money  for  home  care 

Mr.  Stark.  But  it  is  not  a  Medicare  benefit. 

Secretary  Shalala.  It  is  not  a  Medicare  benefit. 

Mr.  Stark.  That  is  the  message  we  ought  to  be  warning  people 
about. 
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My  second  question  about  this  plan  is  that  it  would  be  the  States 
that  would  have  the  primary  responsibility  to  act,  to  implement 
and  to  enforce  the  provisions  of  the  plan.  California's  Governor 
Wilson  has  already  announced  that  the  plan  is  unnecessary  and  he 
will  not  support  it. 

Now,  how  can  you  and  I  say  that  we  have  guaranteed  universal 
coverage  if  it  is  very  possible  that  California  won't  legislate  it? 
Oregon  last  week  voted  down  a  mandate  on  all  employers.  Could 
you  explain  to  us  as  you  tried  to  explain  to  Mr.  Pickle,  what  is  the 
procedure  if  a  State  just  says  no? 

Secretary  Shalala.  Well,  this  will  be  a  Federal  mandate.  Con- 
gressman Stark,  and  there  are  indeed  penalties  for  States  that 

Mr.  Stark.  What  will  happen?  California  won't  have  an  alliance. 
How  will  the  people  of  California 

Secretary  Shalala.  The  U.S.  Government  could  withhold  health 
grants  from  the  State  of  California. 

It  is  hard  to  imagine,  though,  that  the  people  of  the  State  of  Cali- 
fornia, with  the  opportunity  to  have  universal  health  coverage, 
would  allow  the 

Mr.  Stark.  You  don't  know  how  bad  Governor  Wilson  is,  or  Grov- 
ernor  Edgar.  Let's  say  hypothetically  that  a  State  can't  afford  it 
and  the  legislature  deadlocks  and  the  State  doesn't  pass  the  law. 
Outline  how  the  people  in  that  State  get  their  benefits  and  how  it 
will  be  paid  for. 

Secretary  Shalala.  I  think  I  would  rather  say  that  we  will  work 
closely  with  California,  and  I  can't  imagine  a  situation  in  which  the 
people  of  California  would  allow  their  elected  officials  to  reject  an 
opportunity  for  them  to  get — ^for  all  of  them  to  get  coverage,  to  get 
a  fairer  system,  to  get  the  security  of  knowing  that  their  health 
care  system  is  going  to  be  there  for  them. 

Mr.  Stark.  If  the  author  can  imagine  how  cold  fusion  can  solve 
the  problems  of  this  world,  he  can  imagine  maybe  how  a  State 
didnx  pass  the  bill.  We  must  have  a  fallback  if  you  want  us  to  go 
home  and  guarantee  the  benefits.  What  do  we  do? 

Secretary  Shalala.  In  the  bill  will  be  penalties  for  States  that 
don't  come  in  right  away.  But  I  really  believe  that  between  now 
and  1997,  we  can  convince  California  to  come  into  the  new  system, 
that  it  will  be  attractive  enough. 

Mr.  Stark.  But  don't  you  think  if  they  don't — we  have  3V2,  4  mil- 
lion people  uninsured  in  California.  Now,  don't  we  have  an  obliga- 
tion, if  the  State  legislature — let's  say  we  have  a  Democrat  in  the 
statehouse  in  Sacramento  and  we  still  don't  get  it  passed.  Don't  we 
have  an  obligation  to  have  a  system  that  would  provide  care  to 
those  3  or  4  or  5  million  Califomians? 

Secretary  Shalala.  Yes,  and  the  backup  obviously  is  that  if  a 
State  doesn't  move  by  the  time  deadline,  the  Federal  Government 
would  have  to  move  in  and  provide  that  kind  of  assistance. 

Mr.  Stark.  How? 

Chairman  ROSTENKOWSKL  Mr.  Houghton  will  inquire. 

Secretary  Shalala.  Thank  you,  Mr.  Chairman. 

Mr.  Houghton.  Madam  Secretary,  thank  you  for  being  here.  It 
is  a  lot  of  fun  following  Mrs.  Clinton,  isn't  it? 

Secretary  Shalala.  I  have  met  Mrs.  Clinton,  and  I  am  not  Mrs. 
Clinton. 
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Mr.  Houghton.  Madam  Secretary,  Mrs.  Clinton  at  one  point 
cited  Rochester,  N.Y.,  as  emulating  the  type  of  thing  you  would  like 
to  do  in  your  program.  There  are  a  couple  of  issues  to  discuss  to 
understand  them.  First  of  all  is  the  insurance  concept  and  second 
is  the  delivery  system. 

If  I  understand  the  insurance  concept  in  Rochester,  you  have  sev- 
eral competing  firms,  three  or  four  firms,  but  really  in  terms  of  the 
alliances  that  you  have  here,  you  mentioned  that  there  would  be 
one  alliance  per  city.  There  wouldn't  be  any  competition  between 
alliances — that  is  different  in  terms  of  the  delivery  system.  I  think 
that  your  concept  would  be  that  there  would  be  competition  within 
the  alliance.  I  think  that  is  the  Rochester  concept,  rather  than  com- 
petition. Really  there  would  be  cooperation  to  cut  down  on  the 
number  of  instruments  and  technologies  that  were  used. 

Secretary  Shalala.  I  think  you  could  have  both.  And  it  will  be 
up  to  New  York  State  whether  it  wants  to  draw  the  line.  We  will 
encourage  States  to  draw  the  line  around  an  entire  city.  And  with- 
in that,  I  think  Rochester  has  shown  the  way. 

And  an  alliance  with  competing  plans — some  of  those  plans  will, 
in  the  process,  consolidate  certain  kinds  of  services.  There  may  be 
a  combination  with  hospitals  reducing  the  number  of  beds.  Roch- 
ester has  moved  along  toward  that. 

Whether  you  call  it  "competition"  or  "cooperation,"  the  point  is  to 
get  everybody  to  work  to  pull  down  costs,  but  to  have  both  at  the 
same  time  that  we  improve  the  quality  of  the  delivery  system,  to 
cover  everyone.  And  given  the  kind  of  experience  in  cities  like 
Rochester,  where  they  have  been  working  with  the  system,  where 
they  have  already  thought  about  how  to  pull  down  costs,  I  think 
that  city  will  adjust  very  well  to  the  new  system. 

Mr.  Houghton.  All  right.  All  done. 

Chairman  ROSTENKOWSKI.  Mr.  Matsui. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman. 

Thank  you.  Madam  Secretary,  for  being  with  us  today.  I  would 
like  to  quickly  follow  up  on  what  Mr.  Thomas  said. 

I  think  the  $1  billion  in  that  fund  for  health  services  for  illegal 
immigrants  probably  will  have  to  be  looked  at,  and  we  in  the  Con- 
gress will  have  to  look  at  it  as  well  and  work  with  you  to  try  to 
augment  it  or  find  a  solution,  because  I  don't  know  that  this 
amount  of  money  will  be  sufficient.  And  with  a  backlash  against 
immigrants,  illegal  immigrants,  I  think  this  issue  will  come  to  the 
forefi'ont  somehow  and  we  will  have  to  address  it. 

I  have  some  mundane  questions  to  ask,  actually.  Under  the 
President's  proposal,  families  will  be  given  cards.  What  will  happen 
to  children  who  move  fi"om  home  to  home  within  the  foster  care 
system?  Who  is  responsible  for  their  care?  Has  that  been  resolved? 

Secretary  Shalala.  I  think  the  answer  will  be  that  each  of  these 
children  will  be  covered.  We  have  to  make  sure,  as  we  fine  tune 
the  legislation,  that  if  there  is  a  disconnect  with  those  families, 
that  the  children  have  cards,  access  to  an  alliance,  and  access  to 
a  primary  care  physician;  and  we  will  have  to  work  that  through. 

Mr.  Matsui.  Will  that  be  worked  on  before  the  legislation  is  com- 
pleted? 

Secretary  Shalala.  Yes,  we  expect  to  have  that. 
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Mr.  Matsui.  I  think  there  is  some  anxiety  out  there  about  that 
issue.  If  it  could  be  resolved,  I  think  it  would  be  helpful,  although 
I  am  sure  it  will  be  taken  care  of. 

In  terms  of  the  issue  of  welfare  and  health  care,  I  think  you  in 
the  past  have  stated  that  before  we  can  really  deal  with  the  wel- 
fare system  comprehensively,  we  have  to  deal  with  the  health  care 
issue,  because  health  care  is  one  of  the  reasons  that  there  is  an  in- 
centive to  stay  on  welfare  rather  than  going  into  the  work  force. 
And  I  think  the  health  care  proposal  will  go  a  long  way  in  at  least 
resolving  that  one  issue. 

How  will  the  subsidies  and  copayment  requirements  work  when 
it  comes  to  welfare  recipients?  Under  current  law  and,  I  would 
imagine,  under  the  President's  proposal,  people  on  AFDC  will  be 
able  to  continue  their  benefits.  If  they  go  into  a  low-paying  job, 
even  if  they  are  covered,  there  is  still  going  to  be  some  premium 
payment  required. 

Secretary  Shalala.  Their  copayment  will  be  covered.  What  we 
are  looking  at  now  is  some  of  the  cost  sharing  of  any  of  the  plans 
to  make  sure — fundamentally,  we  cannot  deny  access  or  make  poor 
people  worse  off  than  they  already  are.  So  one  of  the  reasons  that 
we  have  slowed  down  a  little  on  getting  the  bill  up  here  is  because 
we  have  had  conversations  with  so  many  of  you,  and  we  have  to 
make  sure  that  we  have  taken  care  of  issues  like  not 
disadvantaging  people  who  are  currently  being  covered  by  Federal 
programs;  and  that  is  one  of  the  things  that  we  are  looking  at. 

Mr.  Matsui.  So  in  that  area,  even  though  there  may  be  a 
copayment  requirement,  there  may  be  some  way  to  deal  with  it? 

Secretary  Shalala.  The  low-income  people  will  be  subsidized. 

Mr.  Matsui.  I  would  be  afraid  if  there  is  a  copayment,  because 
of  the  income  level  of  many  of  these  people  that  are  minimum 
wage.  Even  if  they  are  covered  by  their  employers,  they  still  may 
be  reluctant  to  utilize  the  benefits  if  there  is  a  copayment  require- 
ment. And  even  though  it  looks  good  on  paper,  it  may  not  work 
practically. 

I  think  it  would  be  best  to  do  it  in  the  health  care  package  rather 
than  in  the  welfare  package. 

Secretary  Shalala.  We  would  like  to,  of  course,  make  it  as  sim- 
ple as  possible  for  the  consumer.  There  is  some  feeling  that  there 
ought  to  be  some  copayment,  some  token,  because  everyone  needs 
to  start  taking  responsibility  for  their  own  behavior.  Of  course,  all 
the  primary  care  is  absolutely  free.  But  we  do  need  people  to  be 
very  conscious  of  their  use  of  the  health  care  system.  So  that  is  the 
kind  of  thing  we  are  talking  about  now. 

Mr.  Matsui.  What  I  would  hope  is  that  this  issue  be  resolved  in 
the  health  care  package  rather  than  in  the  welfare  package.  We  are 
going  to  have  problems  on  the  financing  of  the  welfare  package 
anyway,  and  if  we  augment  benefits  I  am  afraid  it  would  create 
problems.  You  are  well  aware  of  this. 

Secretary  Shai^la.  We  share  your  concern. 

Mrs.  Kennelly.  President  Clinton's  plan  requires  that  State 
maintenance  of  effect.  I  come  from  a  State,  the  State  of  Connecti- 
cut, which  has  done  a  great  deal  in  Medicaid,  providing  almost  ev- 
erything that  you  can  under  the  law,  and  is  very  active  in  the  pub- 
lic health  services. 
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We,  for  instance,  have  an  uncompensated  care  pool,  a  risk  pool 
for  uncompensated  care  at  hospitals.  We  have  done  a  lot  of  things 
to  provide  health  care. 

When  the  President  talks  about  maintenance  of  effort,  is  he  tak- 
ing into  consideration  that  there  are  States  that  are  paying  much 
higher  costs  for  health  and  that  there  are  other  States  that  aren't 
doing  very  much?  How  wall  this  be  treated  so  that  the  States  that 
have  tried  to  do  the  right  thing  don't  get  penalized? 

Secretary  Shalala.  First,  let  me  say  that  a  State  like  Connecti- 
cut, which  has  something  like  an  uncompensated  pool,  will  save 
money  because  with  everyone  being  covered  there  will  be  no  need, 
at  least  for  the  size  of  tnat  uncompensated  pool.  In  addition,  the 
system  itself,  as  it  slows  down  the  growth  in  premiums,  will  help 
Connecticut  to  save  money  and  help  Connecticut  residents  and 
businesses  to  save  money  over  time. 

Second,  the  issue  of  maintenance  of  effort  is  a  particular  problem 
for  high-cost,  high-spending  States.  There  is  just  no  question  about 
it.  And  in  my  view,  because  the  Medicaid  reimbursement  formulas 
have  not  been  either  upgraded  or  made  more  sophisticated  over  the 
years,  it  causes  problems  for  States  like  Connecticut,  New  York, 
California — places  that  have  expanded  the  number  of  benefits  that 
they  provide. 

There  will  be  separate  negotiations  for  maintenance  of  effort.  We 
obviously  need  to  keep  the  State  fund  in  and  the  State  contribution 
in  as  a  way  of  financing  the  system.  Whether  we  will  be  able  to 
make  certain  kinds  of  adjustments  with  States  like  Connecticut — 
the  States  that  have  made  an  enormous  effort — I  can't  tell  you  at 
this  moment.  But  certainly  it  has  been  brought  to  our  attention;  we 
are  looking  at  it. 

I  am  not  sure  we  will  get  it  fixed  by  the  time  the  legislation 
comes  up,  but  we  certainly  will  work  with  you,  working  through 
these  issues;  and  I  think  that  Congresspersons  from  a  number  of 
other  States  are  particularly  interested  in  that  issue. 

Mrs.  Kennelly.  I  do  stress  it,  because  one  of  the  ways  we  fund 
this  pool  is  we  put  an  additional  charge  on  the  hospital  bill.  If  thev 
come  down  the  line  and  some  of  these  things  are  no  longer  allowed, 
I  don't  see  how  we  make  up  the  money.  I  think  it  is  something  that 
we  have  to  be  concerned  about. 

Second,  when  you  were  talking  to,  I  believe,  Mr.  Pickle  about  al- 
liances, you  mentioned  premium  targets. 

Secretary  Shalala.  What  I  described  is  that  we  are  going  to  slow 
down  the  rate  of  growth  in  premiums  and  we  have  proposed  a  set 
of  caps  that  will  slow  down  the  growth. 

Mrs.  Kennelly.  So  you  are  not  saying,  instead  of  having  caps, 
we  will  have  targets? 

Secretary  Shalala.  No,  i  am  interchanging  the  words. 

Mrs.  Kennelly.  Because  somehow  that  would  make  a  very  big 
difference,  as  you  know.  Now,  about  alliances  to  take  a  further 
step.  In  a  State  like  Connecticut,  we  have  many  people  who  go  to 
New  York  to  work.  And  then  we  have  people  who  also  commute  the 
opposite  direction. 

What  alliance  do  you  belong  to?  Do  you  belong  to  your  State  alli- 
ance? And  say  you  work  all  day  in  New  York,  vou  go  to  the  doctor 
in  New  York,  but  you  live  in  Connecticut;  how  does  that  work? 
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Secretary  Shalala.  Basically,  you  join  an  alliance  where  you 
live,  but  it  can  overlap  in  the  States,  as  the  Federal  plans  do  in 
this  region — for  example,  where  the  George  Washington  Health 
Plan  is  also  active  in  Virginia,  as  well  as  in  Maryland.  So  while  the 
alliances  don't  overlap  over  the  States,  the  plans  can  be  in  more 
than  one  State. 

Mrs.  Kennelly.  Quickly,  last  week  in  the  Washington  Post  there 
was  an  article  that  said  during  this  transitional  period  there  will 
be  an  attempt  to  hold  down  premium  rates  for  insurance.  Was  that 
a  misstatement  or  was  it  meant  that  as  we  pass  the  bill,  during 
the  transition  there  will  be  an  effort,  or  will  be  it  immediate?  The 
way  that  the  article  was  written  was  that  the  administration  was 
calling  for  immediate  action — a  separate  bill.  And  I  don't  see  how 
you  could  do  that. 

Secretary  Shalala.  If  I  remember  that  article  correctly,  it  was 
talking  about  the  need  for  the  administration  to  put  in  place  an 
antidumping  piece  of  legislation  to  recommend  to  Congress  that 
would  protect  people  while  the  new  system  gets  into  place.  And 
there  is  even  the  possibility  of  establishing  a  pool  that  those  who 
lose  their  care  for  some  reason  could  go  into. 

So  there  has  been  some  discussion  about  that,  and  we  will  be 
pleased  to  discuss  it  in  detail  when  the  bill  comes  up. 

Mrs.  Kennelly.  Thank  you  very  much. 

Chairman  RosTENKOWSKL  Mr.  Hancock. 

Mr.  Hancock.  Thank  you,  Mr.  Chairman.  I  would  like  to  refer 
back  to  my  friend  from  Texas's  question.  I  think  we  need  to  see  a 
bill  before  we  can  start  answering  an  awful  lot  of  questions. 

Secretary  Shalala.  I  think  that  is  fair  enough.  Congressman 
Hancock. 

Mr.  Hancock.  Could  I  ask  you,  Madam  Secretary,  are  you  famil- 
iar with  this  brochure?  It  says,  'The  Health  Security  Act  Benefits 
for  Business." 

Secretary  Shalala.  No.  It  looks  like  an  official  document. 

Mr,  Hancock.  Yes,  it  is  an  official  document.  It  is  put  out  by  the 
Department  of  Commerce,  and  it  gives  specific  answers  to  specific 
questions.  It  is  one  of  the  slickest  selling  brochures  that  I  believe 
I  have  ever  seen. 

I  would  like  to  know,  if  we  could  find  out,  at  some  date,  when 
this  was  submitted  to  the  U.S.  Government  Printing  Office  for 
printing.  One  of  the  things  that  came  up  during  the  discussions 
with  Mrs.  Clinton  was  that  all  the  actuaries  and  Grovernment  ex- 
perts agreed  on  the  cost.  This  was  the  first  time  I  think  the  state- 
ment was  "in  25  years"  that  they  all  agreed  there. 

There  is  a  question  in  this  brochure  that  says:  Can  we  be  con- 
fident that  this  plan  has  been  analyzed  rigorously  and  the  financ- 
ing is  reliable?  And  it  goes  on  with  the  same  answer  that  Mrs. 
Clinton  gave,  "At  the  beginning  of  the  process,  the  President 
brought  together  the  best  minds,  an  outside  group  of  economists. 
These  cost-savings  projections  are  solid  and  credible  and  conserv- 
ative." 

And  yet  in  today's  paper  on  October  5,  "Health  subsidy  estimate 
missed  it  by  $16  billion."  Could  you  explain  that  to  me? 

Secretary  Shalala.  We  have  not  submitted  either  the  final  legis- 
lation or  tne  final  numbers,  so  to  speak,  on  this  plan.  And  as  we 
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keep  working  on  the  numbers,  periodically  changes  in  those  num- 
bers occur.  And  sometimes  it  gets  out  to  the  press  that  we  are 
making  changes. 

I  mean,  in  this  case,  we  are  going  over  and  over  the  numbers — 
0MB,  the  Treasury,  Ken  Thorpe  of  HHS.  Ken  Thorpe  is  here  until 
we  have  a  final  signoff  fi-om  all  of  us  on  these  numbers.  I  think 
that  what  we  are  going  to  do  is  see  discussions  of  what  is,  in  es- 
sence, a  work-in-progress.  And  the  numbers  will  change  right  up 
until  the  moment  that  we  come  up  here. 

Mr.  Hancock.  Madam  Secretary,  would  you  then  suggest  that 
the  small  business  people  that  get  this  just  throw  it  in  the  trash 
barrel,  that  they  can't  rely  on  these  figures? 

Secretary  Shalala.  I  don't  want  to  comment  on  something  I 
haven't  read. 

Mr.  Hancock.  Well,  I  have  a  copy 

Secretary  Shalala.  Someone  just  gave  me  a  copy. 

Mr.  Hancock.  I  have  a  copy  in  my  hand  of  the  original  Social 
Security  brochure  that  was  put  out  in  1935  or  1936,  and  I  can  as- 
sure you  that  it  is  much  more  accurate  than  what  we  have  here. 
But  yet,  it  says  some  things  that  the  government  has  not  lived  up 
to. 

I  wonder  why  would  we  put  out  this  document  and  call  it  the 
Health  Security  Act?  I  don't  know  that  Congress  has  even  named 
it  yet,  but  this  looks  like  this  is  a  done  deal.  I  would  appreciate 
very  much  if  you  would  take  a  real  good  look  at  it  and  see  if  you 
don't  concur  that  maybe  somebody  was  a  little  premature. 

Thank  you. 

Chairman  Rostenkowskl  Mr.  Levin  will  inquire. 

Mr.  Levin.  Thank  you,  Mr.  Chairman. 

Welcome.  I  think  that  your  appearance  shows  that  beneath  the 
calm  waters  there  is  some  real  controversy  and  conflict  here,  and 
you  are  responding  to  some  of  the  basic  questions  that  people  have. 

And  I  think  the  controversy — if  I  might,  in  that  regard,  let  me 
refer  to  page  6  of  your  testimony  and  ask  you  about  some  of  the 
principles  or  the  points  that  you  referred  to  on  page  6.  Because  I 
think  that  beneatn  the  surface  there  is  some  basic  disagreement, 
which  I  don't  think  will  prevent  health  care  reform,  but  will  help 
shape  the  debate  over  it. 

For  example,  the  fourth  point  there,  "By  applying  a  thoughtful 
system  of  insurance  premium  limits,  we  can  bring  down  the  rate 
of  growth."  If  you  would  briefly — I  know  there  isn't  much  time — 
just  spell  out,  as  someone  who  has  worked  on  this  a  lot,  who  has 
a  deep  commitment,  why  you  think  it  is  important  to  have  a 
thoughtful  system  of  insurance  premium  limits. 

Secretary  Shalala.  During  the  last  decade  of  growing  health 
care  costs,  we  have  tried  different  kinds  of  methods  of  trying  to 
control  costs.  We  have  squeezed  out  the  public  system,  and  the  pri- 
vate system  went  up  on  us;  we  tried  different  approaches  to  control 
volume.  What  the  President  is  proposing  this  time  around  is  basi- 
cally that  we  try  to  live  within  some  reasonable  budget,  some  rea- 
sonable budget  targets.  And  therefore,  what  we  are  trying  to  do 
with  the  premiums  is  to  figure  out  how  fast  we  can  let  them  rise 
while  maintaining  the  quality  of  the  system;  but  understanding 
that  we  believe  that  there  is  a  lot  of  fat  in  the  system.  Some  things 
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such  as  reorganization  need  to  be  done  by  those  who  deliver  health 
care  in  this  system. 

And  what  1  mean  by  thoughtful  is  that  it  seems  to  me— and  I  am 
not  sure  we  have  the  growth  numbers  precisely  right — that  we 
have  to  think  very  careiully  about  how  fast  the  system  should  be 
allowed  to  grow.  And  in  this  case,  we  are  trying  to  slow  down  the 
growth  of  the  system.  What  is  the  rate  of  growth  that  the  American 
health  care  system  can  continue  to  have  to  get  coverage  for  every- 
one, but  not  at  any  moment  give  up  its  commitment  to  quality? 

It  is  a  system  that — to  make  sure  that  we  contain  that  growth — 
we  have  to  free  up  a  new  kind  of  market  mechanism  which  has  the 
plans  competing  against  each  other  but  keeps  a  discipline,  a  budg- 
etary discipline,  at  least  on  the  outside,  to  help  the  plans  and  the 
providers  think  about  what  they  can  squeeze  out  of  the  system 
without  endangering  quality.  And  I  actually  added  the  word 
"thoughtful"  because  I  am  not  sure  that  anything  else  but  humility 
and  thoughtfalness  can  be  used  in  trying  to  figure  out  exactly  what 
the  numbers  are  that  we  ought  to  allow  the  system  to  continue  to 
grow  at,  if  we  do  indeed  want  to  maintain  the  great  quality  sys- 
tems in  this  country. 

Mr.  Levin.  Quickly — I  think  that  is  a  response  to  the  charge  that 
this  is  just  price  controls.  Quickly,  if  you  would  respond  to  the  ar- 
gument that  we  are  just  laying  on  another  layer  of  bureaucracy 

Secretary  Shalala.  Perhaps  as  someone  who  leads  one  of  the 
world's  great  bureaucracies,  I  look  at  the  National  Board  which 
does,  in  fact,  have  a  number  of  the  important  functions,  but  a  very 
limited  staff  that  will  be  dependent  on  my  own  department  for 
much  of  the  staff  work.  I  look  at  the  role  of  the  States  in  designing 
and  drawing  the  lines  for  the  alliances  and  giving  them  some  direc- 
tion, and  I  don't  see  a  huge  bureaucracy.  What  I  see  is  a  current 
system  with  an  uncontrolled  bureaucracy  with  very  heavy  paper- 
work in  the  system,  which  has  very  little  to  do  with  health  care. 

And  I  think  what  we  are  trying  to  move  toward — and  we  maybe 
haven't  gotten  it  precisely  right — I  think.  Congressman,  one  of  the 
important  things  for  all  of  us  that  have  been  working  with  this  sys- 
tem over  the  last  7  months  is  to  admit  that  we  may  not  have  got- 
ten it  precisely  right  and  we  are  open  to  proposals.  But  we  are  not 
interested  in  adding  a  new,  huge  bureaucracy  to  the  health  care 
system  in  the  United  States.  Wnat  we  are  trying  to  do  is  to  sim- 
plify the  system,  particularly  from  the  point  of  view  of  the 
consumer,  to  squeeze  some  of  the  waste  out  of  the  system,  particu- 
larly all  the  paperwork  in  the  system,  and  to  focus  very  much  on 
the  provision  of  health  care. 

If  we  put  too  much  in  the  National  Boards,  if  the  States  don't 
get  the  message  about  the  alliances  really  being  pretty  streamlined 
and  having  a  limited  number  of  functions,  if  we  don't  make  it  clear 
that  it  is  in  the  plan  where  the  actions  are,  then  we  certainly 
would  be  open  to  any  recommendations. 

Chairman  RosTENKOWSKI.  Mr.  Cardin  will  inquire. 

Mr.  Cardin.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  I  congratulate  you  and  thank  you  for  bringing 
forward  a  very  comprehensive  plan  to  reform  our  health  care  sys- 
tem. As  I  understand  the  plan,  budgets  would  be  allocated  to  the 
States  based  upon  their  current  regional  variations  in  health  care 
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spending.  I  am  very  pleased  about  the  flexibility  that  you  are  offer- 
ing States  in  coming  forward  with  efficient  initiatives  in  complying 
with  the  objectives  of  health  care  reform. 

I  am  concerned  that  one  State  that  may  have  had  a  successful 
way  of  getting  the  costs  down — ^for  example,  the  length  of  hospital 
stay — either  through  competition  or  regulation  will  now  be  saddled 
with  the  same  growth  rate  as  another  State  that  mav  not  have 
been  as  successful,  and  yet  will  not  have  the  same  tools  available 
to  reduce  the  length  of  hospital  stays;  and  I  am  wondering  if  there 
is  any  provision  in  the  plan  for  making  allocations  on  a  more  objec- 
tive basis  in  the  future. 

I  understand  that  you  need  to  start  somewhere,  but  is  there 
some  hope  that  those  States  that  have  been  more  successful  in 
keeping  growth  rates  down,  that  we  will  have  a  fairer  allocation 
system  as  we  look  to  the  future? 

Secretary  Shalala.  Yes,  Congressman.  I  think  that  is  exactly  the 
way  that  we  are  thinking  at  this  moment,  that  we  need  to  both 
think  about  that.  But  as  we  get  the  system  up  and  running,  we 
have  to  think  about  adjustments  that  take  into  account  what 
States  are  already  doing  and  what  States  have  been  successful  at 
doing. 

And  I  guess  our  own  view  is  that  those  States  that  have  been 
up  and  running  and  that  have  had  some  experience,  are  going  to 
be  very  far  along  in  their  ability  to  get  this  new  system  up  and 
running  and  to  take  a  leadership  role  in  continuing  to  get  very  effi- 
cient health  plans  out  and  going. 

They  also  will  be  very  attractive  from  an  economic  point  of  view 
to  businesses — both  to  the  businesses  in  the  State  and  to  other 
businesses  in  terms  of  the  efficiency  with  which  they  run  their  alli- 
ances and  their  health  plan. 

Mr.  Cardin.  I  am  encouraged  by  what  you  are  saying.  But  as 
this  gets  translated  into  standards,  it  is  going  to  be  difficult  for  us 
to  make  these  objective  judgments.  And  I  would  hope  that  you 
would  work  with  us  and  look  at  what  has  been  done  in  some  of  the 
States  so  that  when  vou  start  looking  at  the  allocations  in  the  fu- 
ture, we  have  to  make  sure  that  States  that  have  been  out  there 
and  have  been  willing  to  do  some  very  difficult  things  to  bring 
down  costs  are  rewarded  in  future  allocations. 

Secretary  Shalala.  I  think  you  are  right  on  target.  Congress- 
man. I  really  think  that  the  test  of  the  system  is  not  whether  we 
have  gotten  every  part  straight  the  first  time,  but  whether  we  are 
flexible  enough  to  make  adjustments  as  we  are  going  along,  as  we 
learn  new  things  and  take  advantage  of  the  learning  in  the  States. 
So  I  would  agree  with  that. 

Mr.  Cardin.  Let  me  ask  you  a  separate  point  dealing  with  your 
objective  to  train  more  health  care  professionals  in  primary  health 
care  and  to  reduce  the  percentage  in  the  higher  cost  specialty 
areas.  How  do  you  hope  to  achieve  this  goal?  Will  it  be  done  by  pro- 
gram, by  State,  by  region,  nationally? 

How  do  you  anticipate  working  out,  again,  the  regional  dif- 
ferences here  as  we  move  toward  accomplishing  the  objective  of 
training  more  people  in  primary  health  care? 

Secretary  Shalala.  Well,  the  residencies,  as  you  know,  are  fi- 
nanced by  the  Federal  Government  so  that  our  ability  with  an  ex- 
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pert  panel  of  specialists  and  primary  care  physicians  will  key  on 
how  we  do  these  allocations:  to  allocate  the  residencies  around  the 
country  in  the  specialties  and  simultaneously  to  encourage  at  least 
the  proportional  change  in  primary  care  physicians. 

In  addition  to  that,  we  intend  to  help  primary  care  physicians 
who  are  students  to  pay  off  their  loans.  We  intend  to  expand  the 
health  corps  and  to  do  a  number  of  things  to  encourage  and  to  help 
in  the  development  of  primary  care  physicians. 

Mr.  Carded.  Will  you  be  looking  at  this  not  only  at  the  national 
level  but  looking — make  sure  we  accomplish  this  in  the  various  re- 
gions and  States? 

Secretary  Shalala.  Yes.  Though  I  should  point  out  that  the  spe- 
cialty residencies  are  very  much  national  in  scope.  But  certainly  for 
primary  care,  underserved  areas,  cities,  rural  areas,  we  are  going 
to  have  to  look  at  geographic  distribution  very  carefully. 

Mr.  Cardin.  Let  me  just  point  out  that  we  want  to  work  with  you 
on  lead  poisoning.  We  are  pleased  to  see  some  initiatives  in  this 
program.  We  would  ask  that  we  could  work  with  you  in  developing 
programs  to  help  finance  some  of  the  preventions  of  lead  poisoning. 

Secretary  Shalala.  Absolutely,  thank  you. 

Chairman  Rostenkowski.  Mr.  Coyne. 

Mr.  CoYNfE.  Thank  you,  Mr.  Chairman. 

Welcome,  Madam  Secretary.  Thank  you  for  your  testimony. 

I  wonder  if  you  could  comment  on  how  necessary  and  useful  the 
medigap  policies  will  be  once  the  President's  plan  is  implemented? 

Secretary  Shalala.  There  will  be  some  adjustments.  I  don't  see 
dramatic  changes  for  those  who  participate  in  the  Medicare  pro- 
grams, at  least  initially.  I  know  Congressman  Stark  is  very  con- 
cerned about  that. 

There  are  clearly  medigap  policies  that  provide  drug  benefits. 
And  while  the  majority  of  Medicare  participants  have  some  kind  of 
medigap  policy,  the  dru^  benefit  may  change  the  nature  of  that  pol- 
icy, ^d  what  the  relationship  will  be  between  this  new  long-term 
care  initiative  and  how  people  will  want  to  change  what  other 
things  they  get  covered,  I  can't  tell  you  at  this  moment. 

The  same  part  of  the  Department  that  runs  the  Medicare  pro- 
gram is  going  to  be  implementing  the  drug  program  as  well  as  the 
long-term  care  piece.  \Ve  will  be  looking  at  those  medigap  policies, 
making  sure  that  we  get  out  very  clear  information. 

My  hope  in  the  long  run  is,  with  the  President's  new  initiative 
on  drugs,  depending  on  whether  there  is  or  is  not  a  premium  for 
that  initiative,  that  we  will  be  able  to  both  contain  the  cost  for  the 
elderly,  as  well  as  provide  them  with  substantial  better  benefits  in 
the  long  run,  as  we  put  those  pieces  together. 

Mr.  Coyne.  The  city  of  Pittsburgh  and  the  immediate  region  that 
I  represent  has  over  20  hospitals.  I  wonder  if  you  could  comment 
on  how  the  President's  plan  is  going  to  incorporate  these  institu- 
tions and  the  individuals  that  they  employ  into  a  reformed  system. 

Secretary  Shalala.  I  am  very  much  aware  of  the  great  academic 
health  centers,  particularly  the  transplant  efforts  of  Pittsburgh's 
health  care  centers. 

In  fact,  I  did  a  couple  of  radio  talk  shows  the  other  day  and  the 
talk  show  hosts  are  very  knowledgeable  about  the  impact  of  the 
plan  on  academic  health  centers. 
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Let  me  say  a  couple  of  things  about  a  city  like  Pittsburgh.  One 
is  the  treatment  of  academic  health  centers — and  I  know  both — in 
most  of  the  major  cities  where  there  are  great  academic  health  cen- 
ters, there  is  some  concern  about  whether  the  pool  that  we  have 
established  within  the  plan  will  be  sufficient  to  help  them  to  main- 
tain and  to  get  the  differential  between  what  it  costs  to  train  stu- 
dents and  how  much  resources  will  be  provided.  They  are  con- 
cerned about  graduate  medical  education  and  all  of  these  pieces. 

In  addition  to  that,  we  have  mandated  that  the  plans  contract 
with  at  least — or  bring  on  board  at  least  one  academic  health  cen- 
ter, so  that  will  give  them  a  direct  connection  with  the  plans.  We 
have  worked  very  hard  to  make  sure  the  plans  are  particularly  sen- 
sitive to  those  places  that  have  very  large  and  very  substantial  aca- 
demic health  centers,  because  without  them,  we  cannot  continue 
our  cutting  edge  research  and  clinical  practice.  And  expansion  in 
our  investment  in  the  National  Institutes  of  Health  will  go  along 
with  that. 

So  there  will  be  a  number  of  things  that  we  do.  Whether  we  have 
it  precisely  right,  you  and  I  will  hear  immediately  from  the  aca- 
demic health  centers  in  this  country. 

And  so  I  think  that  this  is — I  see  this  as  an  ongoing  discussion 
to  make  sure  that  we  maintain  the  academic  health  centers,  but  si- 
multaneously also  make  sure  that  they  also  introduce  some  effi- 
ciencies into  the  system.  They  are  going  to  make  some  changes, 
too.  They  are  going  to  be  spending  more  time  doing  primary  care 
than  they  have  up  until  this  date. 

So  there  will  be  some  changes  going  on,  but  we  certainly  have 
a  commitment  to  maintain  that  very  precious  resource. 

Mr.  Coyne.  Thank  you  very  much. 

Chairman  RosTENKOWSKl.  Mr.  Merger. 

Mr.  Herger.  Thank  you  very  much,  Mr.  Chairman. 

Madam  Secretary,  it  is  good  to  have  you  here.  As  you  could  gath- 
er from  several  of  my  California  colleagues  before  me,  illegal  immi- 
gration is  a  major,  major  problem. 

Currently,  Federal  laws  require  that  hospitals  provide  health 
care  to  all,  including  illegal  aliens.  Again,  just  in  California  alone 
this  year,  health  costs,  just  for  illegal  aliens,  is  estimated  to  be 
$782  million.  That  is  projected  to  go  up  to  $880  million  next  year. 

To  be  specific,  one  L.A.  Times  story  reported  that  in  just  Los  An- 
geles County  public  hospitals,  two  out  of  every  three  births  are  to 
illegal  immigrants,  costing  taxpayers  just  in  that  county,  and  just 
for  illegal  births,  $60  million  a  year. 

In  essence,  we  are  hemorrhaging  public  funds  to  provide  health 
care  for  aliens.  And,  quite  frankly,  California  and  our  Nation  can- 
not afford  to  be  the  HMO  for  the  world. 

Mrs.  Clinton,  when  she  was  before  us  a  few  days  ago,  acknowl- 
edged this  problem,  indicated  that  she  would  work  with  us. 

f  would  like  to  ask  you,  while  I  know  you  are  not  here  represent- 
ing the  INS,  could  I  ask  you:  How  do  you  propose  to  coordinate 
with  the  INS  to  get  this  problem  under  control? 

Secretary  Shalala.  Well,  we  certainly  have  spent  time  in  Cali- 
fornia listening  very  carefully  to  those  who  must  provide  services 
and  those  who  are  overburdened  in  the  institutions  providing  serv- 
ices  This  plan  ought  not  to  do  anything.  And  one  of  the  reasons 
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the  President  made  the  decision  that  the  plan  would  not  include 
comprehensive  health  benefits  for  undocumented  aliens  is  because 
he  aoes  not  believe  that  this  plan  should  do  anj^hing  to  attract 
people  to  this  country  for  our  health  system. 

Obviously,  this  issue  is  far  more  complex,  though,  because  it  in- 
volves people  coming  to  the  United  States  illegally  because  they  see 
it  as  many  of  our  grandparents  did,  as  a  land  of  opportunity  for 
economic  reasons  to  make  the  situation  better  for  their  families. 

What  we  intend  to  do — and  obviously  the  Government  will  co- 
ordinate its  strategy  on  the  borders  and  on  other  entry  points — 
what  we  intend  to  do  with  health  care,  which  is  what  I  can  answer, 
is  to  make  sure  that  we  do  everything  we  can  to  help  cushion  the 
huge  burden  that  States  like  California  carry  because  of  illegal  im- 
migration. But  we  will  not  do  anything  in  the  plan  that  will  expand 
the  comprehensive  benefit  package  to  undocumented  aliens,  though 
we  will  continue  to  provide  services  to  them  through  emergency 
rooms  and  through  community  health  centers  which  have  been 
serving  them. 

And  I  know  that  the  delegation  from  California  feels  strongly 
that  it  is  a  Federal  problem  and  the  Federal  Government  ought  to 
get  its  act  together  in  terms  of  what  it  does  with  access  points  to 
this  country.  But  simultaneously,  we  have  a  responsibility  to  help 
California  with  the  burden. 

I  should  also  say  that  those  hospitals  that  currently  carry  the 
burden  will  be  in  better  shape  because  everyone  will  be  covered, 
and  lots  more  people  will  be  covered  who  they  have  been  covering 
with  uncompensated  care. 

So  I  think  that  they  will  be,  from  an  economic  point  of  view,  in 
better  shape,  as  will  the  community  health  centers  which  will  help 
us  in  the  transition  for  low-income  people;  but  they  will  have  a 
large  number  of  people  who  are  now  covered  who  are  legally  in  this 
country  or  citizens  and  legal  residents. 

We  will  do  our  best. 

Mr.  Herger.  Well,  will  the  Clinton  plan  allow  public  health  au- 
thorities to  identify  illegal  aliens  who  are  consuming  our  U.S. 
health  care  resources  to  tne  Immigration  and  Nationalization  Serv- 
ice? 

Secretary  Shalala.  We  have  no  plans  to  do  that  at  this  moment. 
We  have  no  plans  to  change  our  current  arrangements,  other  than 
making  sure  that  we  continue  to  help  States  cushion  the  huge  re- 
sponsibilities they  have  in  relationship  to  illegal  aliens. 

But  we  have  no  plans  to  use  the  health  system  as  a  way  to  notify 
the  immigration  people. 

Mr.  Herger.  Well,  again,  with  this  great  hemorrhaging,  do  you 
feel  that  we  should  not  be  identifying  these  people  and  working  to 
deport  those  who  are  illegal?  Is  that  the  administration's  stand? 

Secretary  Shalala.  No.  I  don't — I  would  have  to  have  a 

Mr.  Herger.  And  if  it  isn't,  would  you  have  a  plan  to  do  this? 

Secretary  Shalaia.  I  can't  answer  in  terms  of  the  administra- 
tion's official  policy  position.  It  is  not  a  policy  area  that  I  partici- 
pated in  making  decisions  on. 

Mr.  Herger.  I  will  appreciate  an  answer  to  my  office,  if  you 
would. 

Secretary  SHALALA.  Yes. 
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[The  following  was  subsequently  received:] 

The  Department  of  Health  and  Human  Services  does  not  establish  or  implement 
admmistration  immigration  policy.  Further  information  may  be  obtained  from  the 
Department  of  Justice. 

Chairman  Rostenkowski.  Mr.  McDermott. 

Mr.  McDermott.  Madam  Secretary,  I  want  to  thank  you  for 
being  here  today.  My  question  really  goes  to  the  heart  of  reform 
and  to  a  principle  that  I  know  has  your  and  the  President's  strong 
personal  commitment;  that  is  universal  coverage.  My  concern  is 
this:  In  the  absence  of  a  cap  on  the  amount  an  individual  must  con- 
tribute to  purchase  insurance,  the  individual  mandate  is  simply 
unaflfordable  for  too  many  people  and  the  subsidies  are  too  low  to 
get  real  universal  coverage. 

I  believe  that  millions  of  workers,  part-time  workers,  independ- 
ent contractors,  divorced  mothers  who  stay  at  home  with  their  chil- 
dren, moderate  wage  workers,  just  to  name  a  few,  are  not  going  to 
be  able  to  afford  their  portion  of  the  premium  and  thus  will  be  out- 
side the  system. 

Since  you  can't  take  people's  trailer  homes  to  give  them  an  insur- 
ance card,  will  the  administration  accept  an  income-based  cap  on 
the  individual  mandate  to  pay  a  health  insurance  premium  and  ad- 
just the  subsidy  commitment  to  reflect  the  cap  and  therefore  assure 
universal  coverage? 

Secretary  Shalala.  Congressman  McDermott,  I  have  enormous 
respect  for  your  knowledge  of  health  care.  We  have  not  finally  de- 
livered to  this  Congress  the  subsidy  scheme,  and  we  are  looking  at 
a  cap  on  contributions  based  on  percent  of  income. 

So  I  would  like  to  answer  your  question  either  privately  or  in 
public — or  my  colleagues  will  at  another  hearing — after  we  have 
delivered  the  subsidy  scheme  to  you,  because  we  share  your  con- 
cern about  access.  And  the  subsidy  scheme  that  we  present,  we 
hope,  will  meet  some  of  the  current  concerns  that  you  raised. 

Mr.  McDermott.  I  appreciate  your  answer.  Having  read  the 
plan,  I  can  see  that  there  is  a  maze  of  complicated  subsidies  in  it. 
And  I  can't  figure  it  out.  We  are  not  here  to  kill  the  messenger, 
as  Congressman  Stark  said.  Since  it  is  still  isn't  written,  we  want 
you  to  take  a  message  back — ^you  have  to  be  able  to  explain  easily 
now  the  premium  purchase  works,  both  individual  and  employer, 
and  what  the  out-of-pocket  costs  are,  what  the  subsidies  apply,  to 
whom  they  apply,  in  what  way  they  apply,  because  if  you  can't  do 
that  for  us,  we  can't  do  it  for  our  constituents.  And  we  are  not 
going  to  vote  for  something  that  we  can't  explain  at  home. 

I  think  that  that  is  the  most  important  thing  you  can  understand 
about  this,  because  fundamental  to  all  of  health  care  reform  is  uni- 
versal coverage.  If  you  don't  have  universal  coverage,  you  can't  get 
cost  containment.  So  we  have  to  have  everybody  into  the  system. 
How  we  figure  out  the  small  business  subsidy,  how  we  figure  out 
the  subsidy  for  individual  workers  and  independent  contractors  is 
critically  important.  In  my  State,  you  have  many  people  who  are 
working  in  the  logging  industry  now  who  are  independent  contrac- 
tors. Weyerhaeuser  doesn't  have  employees.  They  have  individual 
contractors.  And  an  individual  lumberman  goes  out  and  cuts  down 
trees,  and  makes  $22,000,  and  he's  not  going  to  be  eligible  for  any 
kind  of  subsidy. 
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And  if  he  is  trying  to  feed  a  family  of  four  on  $22,000,  it  is  going 
to  be  awful  hard  for  him  to  come  up  with  the  $4,200  expected  pre- 
mium that  is  outlined  in  your  plan.  I  just — I  can't  say  it  strongly 
enough  to  you,  that  issue  must  be  dealt  with  very  directly  and  very 
explainably. 

Secretary  Shalala.  I  agree  with  you,  Congressman.  And  when 
we  come  back  with  the  subsidy  formula,  I  expect  it  to  be  straight- 
forward and  to  be  explainable.  And  it  has  to  be  explainable  from 
the  point  of  view  of  the  person  who  is  going  to  use  the  system.  I 
mean  they  just  have  to  understand  what  is  going  to  happen  to 
them  as  part  of  this  new  system,  not  simply  those  of  us  who  spend 
time  studying  the  system.  The  citizens  must  understand  how  the 
new  formula  is  going  to  work. 

Mr.  McDermott.  We  wish  you  well  in  that  effort. 

Secretary  Shalala.  Thank  you  very  much.  And  I  appreciate  all 
of  your  good  counsel. 

Chairman  RosTE^fKOWSKL  Mr.  Kleczka. 

Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  it  is  good  to  see  you  here.  As  you  know. 
Madam  Secretary,  we  cannot  really  talk  about  health  care  reform 
or  health  care  without  talking  about  violence. 

Homicide  is  the  12th  leading  cause  of  death  in  our  country.  In 
some  communities,  it  is  the  number  one  cause  of  death.  Among 
African-American  male  teenagers,  for  example,  it  is  the  number 
one  cause  of  death.  CDC,  with  its  new  director,  cites  intimate  vio- 
lence as  the  leading  cause  of  injury  to  women.  I  just  read  a  few 
days  ago  that  Los  Angeles  public  hospital  found  that  less  than  1 
percent  of  hospital  charges  related  to  violence,  victims  of  violence, 
were  paid  by  those  victims  or  by  any  public  or  private  insurance 
had  by  them. 

In  other  words.  Madam  Secretary,  99  percent  of  the  hospital  bill 
of  victims  of  violence  was  unpaid.  Many  of  our  public  hospitals  are 
eating  the  costs. 

Will  you  tell  me  and  members  of  the  committee  ho\y  will  your 
plan,  your  proposal,  affect  hospitals  like  the  public  hospitals  in  Los 
Angeles,  or  Grady  in  Atlanta? 

Secretary  Shalala.  Thank  you,  Congressman. 

The  issue  you  raise  is  not  at  all  divorced  from  the  issue  of  health 
care,  tragically.  For  too  many  Americans,  violence  really  defines 
their  life  and  their  experiences. 

And  as  you  pointed  out,  David  Satcher,  the  new  Director  of  the 
CDC,  is  an  outstanding  public  leader  that  we  hope  will  bring  to  the 
CDC,  as  well  as  to  the  Department,  leadership  on  this  issue. 

Attorney  General  Reno  and  I,  you  will  be  interested  in  knowing, 
have  a  task  force  on  violence — focused  on  youth  violence  and  on  do- 
mestic violence  initially  to  make  recommendations  to  the  President 
on  those  areas  and  to  get  this  Government  more  focused  and  mov- 
mg  on  these  issues. 

Those  hospitals  will  be  reimbursed  because  of  the  universal  cov- 
erage for  all  Americans.  And  so  the  individuals  that  end  up  in 
those  hospitals  will  have  health  care  and  will  have  a  health  care 
card.  And  so  the  hospitals  will  be  able  to  get  reimbursed  by  individ- 
uals with  the  exception  of  undocumented  aliens. 
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It  doesn't  make  me  feel  any  better  about  the  violence,  though,  to 
tell  you  that  the  hospitals  will  be  reimbursed  for  their  costs  or  that 
the  emergency  rooms  in  this  country  will  continue  to  be  filled  not 
by  kids  that  get  hurt  at  baseball  games  but  by  people.  They  will 
be  filled  by  babies  that  are  shot  and  by  people  who  can't  walk  down 
their  streets  safely. 

Mr.  Lewis.  Madam  Secretary,  over  the  weekend  I  think  I  read 
a  piece  in  the  Washington  Post  about  a  young  man  working  and 
he  said,  maybe  the  killing  will  stop  when  we  run  out  of  bullets,  or 
when  we  run  out  of  people  to  kill. 

When  will  it — is  there  anything  in  this  health  proposal  that  will 
stop  the  killing  in  America  on  our  streets  and  our  neighborhoods? 

Secretary  Shalala.  No.  No,  Congressman  Lewis.  What  will  stop 
the  killings  in  our  neighborhoods  is  not  simply  a  universal  health 
care  system,  but  job  opportunities  for  our  young  people,  a  sense  of 
hope  in  every  community,  an  education  system  that  works  and 
seems  fair  to  everyone,  a  higher  education  system  that  offers  equal 
opportunity,  leadership  fi-om  all  of  us  who  are  the  designated,  elect- 
ed, or  appointed  leaders  in  this  country,  and  local  government  offi- 
cials who  pull  together  with  their  communities  to  send  the  clearest 
kinds  of  messages  and  to  work  with  their  police. 

It  will  take  more  than  simply  a  universal  health  care  system.  It 
will  take  lots  of  different  elements  drawn  together  to  keep  a  prom- 
ise and  opportunities  not  only  for  the  communities  that  suffered 
the  most,  but  really  for  all  of  us. 

Mr.  Lewis.  Madam  Secretary,  let  me  ask,  would  this  proposal, 
would  this  plan,  be  a  way  in  for  the  good  old  boys,  the  good-old- 
boy  network  to  make  hay  and  the  little  guys  be  left  out,  left  be- 
hind? 

Secretary  Shalala.  We  hope  not.  We  are  going  to  work  with  the 
little  guys  and  little  girls  to  make  sure 

Mr.  Lewis.  Yes,  I  should  have  said  little  girls.  I  am  sorry, 
Madam  Secretary. 

Secretary  Shalala.  We  are  going  to  make  sure  that  we  work 
with  community  networks  to  help  them  build  up  and  be  able  to  cre- 
ate plans,  to  make  certain  that  it  is  not  simply  the  larger  insurance 
companies  that  have  all  the  plans  but  that  there  are  community- 
based  plans  and  networks. 

And  we  will  work  with  them,  we  will  help  provide  them  with 
some  resources,  we  will  protect  them  through  safe  harbors  in  the 
antitrust  laws,  and  we  will  do  everything  we  can. 

When  we  talk  about  a  family  doctor  or  a  family  physician,  what 
we  are  talking  about  are  neighborhood  clinics  and  about  access. 
And  part  of  the  solution  to  violence,  and  part  of  the  opportunity 
strategy  that  we  are  trying  here,  is  clearly  to  put  people  on  an  even 
playing  field,  give  people  in  low-income  communities  the  same 
kinds  of  access  that  people  in  higher-income  communities  have — 
and  with  the  same  kind  of  sensitivity  and  quality  of  care. 

Mr.  Lewis.  Thank  you,  Madam  Secretary. 

Chairman  RoSTENKOWSKl.  Mr.  Crane  may  inquire. 

Mr.  Crane.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  under  the  White  House  plan,  as  I  understand 
it,  the  National  Health  Board  sets  the  overall  budget  targets  for 
the  alliances  and  the  States.  And  the  summary  of  the  plan  indi- 
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cates  that  assessments  will  be  made  to  reconcile  shortfalls  between 
the  States'  usage  of  health  care  and  what  had  been  budgeted. 

I  have  two  questions  basically.  How  do  the  National  Health 
Board  and  the  State  alliances  determine  what  the  needs  are  going 
to  be  in  the  ensuing  year? 

Second,  in  the  event  that  they  have  not  calculated  them  correctly 
and  they  have  a  shortfall,  where  would  the  assessments  come 
from?  I  mean  is  that  going  to  be  an  additional  tax  imposed  as  an 
increased  hit  on  the  employers  in  the  States? 

Secretary  Shalala.  I  am  not  quite  sure,  Congressman  Crane, 
precisely  what  the  question  is.  I  think  that  what  you  are  asking  me 
is  what  happens  if  the  alliance  has  miscalculated  what  the  pre- 
mium will  be  for  the  plan? 

Mr.  Crane.  Right.  If  you  have  a  budget  shortfall  when  they  are 
making  their  projections. 

Secretary  Shalala.  There  are  only  a  couple  ways  there  would  be 
a  budget  shortfall.  If  the  alliances  don't  collect  all  the  payment 

Mr.  Crane.  What  if  they  collected  all  the  payments  but  there  is 
still  a  shortfall? 

Secretary  Shalala.  Well,  because  the  premiums  are  set  before 
anyone  goes  out  and  spends  the  money,  they  should  be  able  to 
make  the  adjustment  within  the  alliances.  I  mean  this  is  a  prospec- 
tive negotiation,  a  prospective  process  that  goes  on.  So  that  should 
not  happen.  I  may  not  completely  understand. 

Let  me  ask  Mr.  Thorpe  whether  I  am  missing  something  here. 
If  you  are  asking  about  the  money  that  is  coming  in  the  system 
and  whether  we  have  underestimated,  are  we  going  to  be  able  to 
make  it  up,  we  clearly — the  way  any  business  makes  it  up — are 
going  to  have  to  make  adjustments  in  the  premiums  in  that  alli- 
ance. 

And  the  alliance  board  is  going  to  have  to  take  responsibility  for 
the  fiscal  integrity  of  the  alliance.  So  they  have  to  look  very  care- 
fully at  the  financing  of  that  alliance,  and  if  there  is  a  budget 
shortfall,  like  any  other  business,  they  would  have  to  make  an  ad- 
justment in  the  resources  that  are  made  available  to  the  plan. 

Mr.  Crane.  So,  in  effect,  the  insurance  carriers  would  be  taxed 
to  make  up  any  shortfall? 

Secretary  Shalala.  I  have  not  used  the  word  "taxed."  Simply 
that  they  will  have  to  make  downward  adjustments  for  the  re- 
sources that  have  available  to  the  terms. 

Mr.  Crane.  Downward  adjustments  in  terms  of  coverage  or  care? 

Secretary  Shalala.  No,  not  in  terms  of  coverage.  In  terms  of  the 
resources  that  will  be  available. 

They  will  still  be  expected  to  maintain  coverage.  And  like  any 
other  business,  the  plans  will  have  to  tighten  up  to  deliver  the  com- 
prehensive benefit  package. 

Mr.  Crane.  But  it  is  the  health  insurance  carriers  that  this  bur- 
den will  fall  on? 

Secretary  Shalala.  Well,  the  burden  is  passed  on  to  the  people 
that  are  actually  delivering 

Mr.  Crane.  Oh,  so  in  tne  form  of  higher  premiums?  There  are 
premium  adjustments  in  the  middle  of  tne  year,  say,  or  at  the  end 
of  the  year? 
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Secretary  Shalala,  My  assumption — I  am  not  sure  I  am  ready 
to  get  into  how  the  alliance — whether  the  alliance  is  going  to  do  a 
midyear  correction  or  whether  they  are  going  to  make  an  annual 
correction. 

If  you  want  an  answer  to  that  specific  question,  I  would  be  happy 
to  provide  it  for  the  record;  or  I  would  be  happy  to  have  Mr.  Thorpe 
come  up  here  and  see  if  we  could  work  through  that  question. 

Mr.  Crane.  As  a  matter  of  fact,  I  would  be  interested  in  that. 
One  of  the  areas  that  comes  to  mind  is  the  premium  cap  on  small 
businesses  such  that  the  premium  cap  could  be  violated  by  the 
local  alliance,  so  that  instead  of  7.9,  alliances  could  raise  it  to  9.9. 

Is  that  what  you  are  suggesting 

Secretary  Shalala.  No,  I  am  not 

Mr.  Crane  [continuing].  To  make  up  for  the  shortfall? 

Secretary  Shalala.  I  am  not  suggesting  that  at  all.  As  I  under- 
stand your  question,  what  you  are  asking  me  is  if  the  alliance  itself 
has  a  shortfall  in  terms  of  income,  how  that  shortfall  would  be 
passed  on  to  the  plans  in  terms  of  them  making  some  kind  of 
downward  adjustment  in  terms  of  the  resources  they  have. 

They  will  have  to  tighten  up.  But  I 

Mr.  Crane.  In  other  words,  you  either  cut  back  on  services  or 
you  raise  the  premium  cost? 

Secretary  Shalala.  I  am  not  conceding  the  service  issue,  because 
there  are  a  variety  of  ways  that  a  business  can  cut — a  plan  could 
cut  back  without  necessarily  affecting  the  quality  of  services.  If 
they  had  to  make  some  adjustment  and  to  maintain  their  competi- 
tiveness, they  obviously  would  make  an  effort  to  do  that. 

Mr.  Crane.  Well,  thank  you.  I  would  appreciate,  you  know,  some 
input  on  this. 

Secretary  Shalala.  And  we  would  be  happy,  Congressman 
Crane,  in  2  weeks  when  we  come  out  to  come  by  and  go  through 
that  with  you.  This  is  the  kind  of  detail  that  is  being  finalized  now. 

Mr.  Crane.  Thank  you.  Madam  Secretary. 

[The  following  was  subsequently  received:] 

If  the  alliance  faces  an  income  shortfall  because  the  estimate  of  enrollment  dis- 
tribution is  inaccurate,  then  it  would  borrow  the  necessary  amount  in  order  to  pay 
the  plans.  The  alliance  would  then  make  the  adjustment  the  next  year  in  the  per 
worker  premium  to  make  up  for  the  shortfall.  Because  the  benefits  package  is  guar- 
anteed, there  would  be  no  reduction  in  the  services  provided. 

Mr.  Gibbons  [presiding].  Mr.  Payne  and  then  Mr.  Neal. 

Mr.  Payne.  Thank  you  very  much,  Mr.  Chairman. 

And  thank  you.  Madam  Secretary,  for  appearing  before  our  com- 
mittee. And  I  certainly  concur  with  the  six  principles  that  you  laid 
out  for  us. 

And,  like  you,  I  believe  that  any  viable  health  care  reform  must 
produce  savings  in  order  to  stop  the  double  digit  inflation  health 
care  costs  which  burden  our  families  and  burden  our  businesses. 

However,  I  am  troubled  by  the  fairness  of  this  health  care  reform 
since  it  is  paid  for  by  a  tax  on  a  single  product  grown  in  rural 
areas  in  one  section  of  our  country,  namely  tobacco. 

I  was  encouraged  that  Mrs.  Clinton  in  her  testimony  before  the 
committee  stated  that  the  President  is  sensitive  to  the  economic 
concerns  faced  by  tobacco  growers  in  districts  such  as  my  own.  And 
that  the  President's  goal  will  be  to  continue  to  look  on  this  issue. 
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Today,  however,  I  would  like  to  ask  you  about  rural  health  care 
and  the  most  significant  factor  limiting  access  to  health  care  serv- 
ices in  rural  areas,  namely  the  scarcity  of  health  care  providers. 

Nearly  a  third  of  the  rural  population  in  the  United  States  is 
without  adequate  primary  care.  And  in  my  own  district,  13  of  our 
17  counties  have  been  designated  by  your  Department  as  medically 
underserved. 

I  have  two  questions  in  this  regard:  One,  how  would  the  adminis- 
tration's proposal  increase  access  to  health  care  for  residents  of 
areas  such  as  the  rural  areas  that  I  serve? 

And,  two,  what  role  do  you  envision  for  the  small  rural  hospital? 

Secretary  Shalala.  Grood  questions.  Let  me  add  my  own  sensitiv- 
ity to  the  concerns  of  those  who  grow  tobacco  in  this  country  and 
the  need  for  us,  as  a  Nation,  really,  to  pay  attention  to  the  eco- 
nomic transformation  that  we  are  obviously  initiating  as  a  part  of 
our  efforts  to  reach  into  cigarettes  as  one  of  the  places  to  get  some 
revenues. 

Let  me — the  first  point  I  would  like  to  make  about  rural  areas 
is  that  rural  areas,  more  than  any  other  places  in  our  country, 
have  a  very  high  percentage  of  people  who  are  uncovered. 

So  the  first  set  of  resources  that  comes  into  rural  areas  in  this 
country  as  a  result  of  the  President's  plan  is  that  everyone  gets 
covered  so  that  the  rural  providers,  whether  they  be  hospitals  or 
individual  physicians  or  nurse  practitioners,  whether  they  be  in 
clinics  or  outpatient  arrangements  of  any  kind,  suddenly  treat  cov- 
ered patients. 

And  so  there  are  additional  resources  added  to  rural  areas.  And 
that,  obviously,  helps  significantly.  But  it  doesn't  help  if  you  can't 
keep  providers  in  rural  areas. 

Will  resources  alone,  with  everyone  being  covered,  help  to  keep 
providers?  I  think  that  we  have  tried  a  number  of  things  in  this 
country,  and  we  are  going  to  continue  to  do  them  under  this  plan. 
We  are  going  to  continue  to  help  primary  care  physicians  and  other 
kinds  of  health  care  providers  finance  their  education  if  they  are 
willing  to  locate  in  rural  areas.  There  will  be  an  expansion  of  the 
National  Health  Corps  where  we  get  a  certain  percentage  of  our 
rural  health  care  providers. 

So  we  are  going  to  make  investments  in  the  usual  list  of  sus- 
pects, which  we  have  been  trying  over  the  years,  but  in  a  more  fo- 
cused, more  concentrated  way.  And  the  new  element  for  this  is, 
number  one,  to  cover  everyone  in  the  rural  area  so  there  are  addi- 
tional resources,  but  also  to  help  rural  health  providers  build  net- 
works with  academic  health  centers,  with  regional  health  centers 
so  they  are  not  as  isolated  and  so  they  could — it  is  not  only  the  re- 
ferral system  which  many  of  them  are  already  part  of  that  is  im- 
portant but  a  feeling  that  they  can  take  some  time  off,  that  they 
can  get  some  additional  training,  that  they  are  not  out  there  alone. 

The  technology  networks  that  are  available  to  us,  but  very  ex- 
pensive, need  to  be  extended  into  rural  areas  so  the  rural  health 
care  providers  can  really  use  them  in  both  their  conversations  and 
their  consultations  with  rural  networks. 

And  finally,  we  will  go  to  a  health  care  model  which  so  many 
rural  health  providers  have  talked  to  us  about:  to  move  away  from 
a  narrow  medical  model  to  a  broader  health  care  model,  so  that — 


101 

so  it  is  nurse  practitioners,  it  is  physicians  assistants,  it  is  a  vari- 
ety, a  team  of  people. 

You  also  indicated  that  you  are  concerned  about  rural  hospitals. 
With  that  health  care  card,  obviously  people  who  live  in  rural  areas 
can  make  choices.  Those  hospitals  we  will  help  to  make  adjustment 
will  be  identified  as  a  central  provider.  So  we  will  protect  them  for 
a  certain  period  of  time,  but  we  will  also  work  with  them  to  change 
as  rural  health  care  improves.  They  will  want  to  provide  a  different 
range  of  services,  they  may  become  primary  care  providers  with 
linkages  to  a  regional  health  center,  they  may  become  community 
health  centers  with  other  kinds  of  services  like  long-term  care;  but 
we  need  to  work  with  them. 

What  we  have  for  the  first  time,  though,  is  a  concentrated  strat- 
egy with  real  resources  and  I  think  a  lot  of  experience  as  to  what 
will  make  a  difference,  much  of  it  coming  from  people  who  have  led 
health  care  efforts  in  rural  areas. 

Mr.  Payne.  You  didn't  mention  community  health  centers.  Are 
they  a  part  of  that  strategy? 

Secretary  Shalala.  They  are  a  part  of  that  strategy.  They  will 
be  named  as  essential  providers.  Plans  will  have  to  contract  with 
them.  Rural  providers  will  have  some  choices  of  whether  they  are 
going  to  go  with  fee-for-service  or  put  together — join  a  network. 
And  we  will  encourage  networks.  They  may  join  the  network  with 
a  regional  health  plan  as  part  of  their  own  needs.  But  it  is  literally 
all  of  the  above. 

Mr,  Payne.  Thank  you,  Madam  Secretary. 

Chairman  RosTENKOWSKi  [presiding].  Mr.  Neal  will  inquire. 

Mr.  Neal.  Thank  you  Mr.  Chairman. 

Secretary  Shalala,  welcome.  This  weekend,  I  was  back  in  Massa- 
chusetts, and  I  spoke  to  several  women  about  events  planned  in 
October  as  part  of  Breast  Cancer  Awareness  Month.  Several  of  the 
women  expressed  their  concerns  to  me  about  preventive  care  serv- 
ices which  are  included  in  the  President's  health  care  plan.  They 
are  especially  concerned  with  the  mammography  benefit. 

The  President's  health  care  plan  stresses  the  need  for  personal 
responsibility,  something  that  is  often  absent  in  our  current  health 
care  system.  Also  as  part  of  this  responsibility,  the  plan  stresses 
the  importance  of  receiving  adequate  preventive  care.  While  the 
Medicare  program  provides  for  mammography  screening  either  on 
an  annual  or  biannual  basis  according  to  a  woman's  age,  I  note 
that  the  President's  plan  will  only  provide  mammography  screen- 
ing every  2  years  for  all  women. 

And  I  would  ask  you,  specifically,  what  evidence  do  you  have, 
Madam  Secretary,  that  biannual  mammography  screening  is  an 
adequate  benefit? 

As  a  followup  to  that,  what  do  experts  tell  you  about  outcomes 
in  the  frequency  of  mammography  screening? 

Secretary  Shalala.  Congressman  Neal,  I  will  have  to  provide  de- 
tails for  the  record  on  the  National  Cancer  Institute  recommenda- 
tion, which  is  about  to  come  out,  recommending  what  we  have  re- 
ported and  what  the  U.S.  Preventive  Services  Panel  has  reported 
to  us.  And  that  is  that,  as  part  of  the  prevention  effort  in  this  plan, 
every  woman  must  have  a  mammography  available  to  them  when 
they  need  it. 
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What  the  studies  say  is  every  2  years  for  women  over  50.  But 
let  me  assure  you,  any  woman  who  is  at  risk  will  be  covered  by 
the  plan.  What  I  think  your  constituents  are  reflecting,  and  what 
my  own  caution  is  reflecting,  is  while  I  am  prepared  to  take  the 
scientific  evidence — and  Mrs.  Clinton  and  I  have  taken  the  rec- 
ommendation of  the  U.S.  Prevention  Services  Task  Force  which  has 
reviewed  all  the  evidence — we,  also  as  women,  add  our  underlying 
skepticism  on  this  issue,  on  issues  related  to  women's  health. 

Our  own  personal  experience  on  issues  of  women's  health,  in  our 
hearts  as  opposed  to  our  heads,  is  that  the  issue  has  been  ignored; 
it  took  this — it  took  Congress,  particularly  led  by  the  women  in 
Congress,  to  drag  a  sometimes  moaning  and  groaning  health  care 
establishment  in  this  country. 

I  have  enormous  respect  for  my  colleagues  at  the  National  Can- 
cer Institute.  But  there  continues  to  be  among  women  skepticism 
about  every  pronouncement  that  we  make  on  breast  cancer  and 
other  women's  health.  So  we  have  put  both  this  recommendation 
under  additional  scrutiny.  And  the  new  National  Health  Board 
will,  of  course,  review  all  existing  data.  We  will  present  our  case 
when  we  come  up  with  the  plan  about  what  the  scientific  evidence 
is  saying. 

But  what  I  am  saying  is  that  our  recommendation  will  be  based 
on  the  scientific  evidence.  But  I  share  the  skepticism  and,  there- 
fore, both  Mrs.  Clinton  and  I  will  continue  to  look  at  these  rec- 
ommendations very  carefully  to  make  sure  that  any  woman  who 
needs  any  kind  of  a  test  like  a  Pap  smear  or  mammography  has 
that  available  to  her  under  the  new  national  health  care  plan. 

Mr.  Neal.  Thank  you. 

Having  said  all  that,  would  you  object  to  the  notion  that  I  have 
offered  as  part  of  separate  legislation  to  provide  this  test  on  an  an- 
nual basis? 

Secretary  Shalala.  We  will  be  happy  to  talk  to  you  about  that, 
Congressman  Neal. 

Mr.  Neal.  OK.  Thank  you  very  much,  Madam  Secretary. 

Thank  you,  Mr.  Chairman. 

Chairman  ROSTENKOWSKI.  Mr.  Bunning. 

Mr.  Bunning.  Thank  you,  Mr.  Chairman.  We  are  anxious  for  the 
2  weeks  to  expire  again  so  that  we  will  get  your  health  care  reform 
bill,  and  I  mean  in  a  bill  form  so  that  we  can  talk  intelligently 
about  it. 

We  are  hearing  that  a  tax  on  cigarettes  will  provide  a  big  chunk 
of  the  funding  for  the  President's  health  care  plan,  about  $105  bil- 
lion. However,  preliminary  indications  are  that  the  assumptions  be- 
hind the  calculations  do  not  assume  any  change  in  behavior  of 
smokers.  Is  this  true? 

And  if  this — if  that  is  so,  don't  you  think  that  is  just  a  little  mis- 
leading? Or  is  it  true? 

Secretary  Shalala.  I  cannot  assume  that  it  is  true,  but  I  will  be 
happy  to  go  back  with  the  people  that  did  the  analysis  and  take 
a  look.  There  are,  of  course,  a  series  of  studies  on  price  sensitivity 
and  behavior  internationally. 

In  fact,  I  would  be  happy  to  provide  you  with  the  document  that 
synthesizes  those  studies.  But  I  need  to  go  back  and  ask  the  people 
who  specifically  did  the  studies  on  the  cigarette  tax  whether  they 
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thought  the  amount  that  the  President  will  recommend,  which  we 
have  not  publicly  revealed  yet,  will  force  changes  or  begin  to 
change  behavior  in  relationship  to  smoking. 

Mr.  BUNNING.  Well,  Mrs.  Clinton's  testimony  before  this  commit- 
tee indicated  that  that  was  one  of  the  specific  reasons  that  they 
were  considering 

Secretary  Shalala.  It  certainly  is  one  of  our  goals.  There  is  no 
question  that  it  is  one  of  our  goals,  particularly  for  young  people, 
to  begin  to  reduce  the  amount  of  smoking.  And  young  people  are 
particularly  price  sensitive. 

Whether  that  was  built  into  the  estimates,  I  simply  can't  tell  you 
at  this  moment.  But  I  am  happy  to  provide  it  for  you. 

Mr.  Running.  Can  you  get  me  that  information?  I  really  appre- 
ciate that. 

[The  following  was  subsequently  received:] 

The  Department  of  the  Treasury  generated  the  analysis  of  the  cigarette  tax,  and 
should  be  contacted  directly  for  the  details  of  its  assumptions. 

Mr.  BuNNING.  The  media  is  also  reporting  that  the  Chair  of  the 
Council  of  Economic  Advisers,  Laura  Tyson,  said  yesterday  she 
cannot  predict  with  any  certainty  how  many  jobs  would  be  created 
or  would  be  lost  if  the  President's  plan  were  enacted. 

If  there  are  no  models  available  to  predict  job  loss,  are  there 
compatible,  available  models  to  predict  what  the  actual  cost  of  the 
President's  plan  will  be? 

If  so,  will  the  administration  allow  this  committee  to  examine 
them  and  the  assumptions  that  the  administration's  figures  are 
based  on? 

Secretary  Shalala.  Yes. 

Mr.  BUNNING.  And  when  will  that  be? 

Secretary  Shalala.  When  we  finish  the  plan  and  send  it  up  here. 
It  seems  to  me  that  we  need  to  demonstrate  our  assumptions  and 
what  underlies  our  models,  and  we  need  to  be  prepared  to  discuss 
at  length  with  the  committee  and  with  its  staff  what  kind  of  mod- 
els we  used. 

Dr.  Tyson,  I  understand,  is  going  to  discuss  her  conclusions  more 
completely  at  a  press  conference.  I  think  it  is  going  to  be  tomorrow. 
And  I  think  she  can  explain  how  limited  the  models  are. 

But  I  think  she  is  one  of  the  most  articulate  people  I  know,  and 
I  think  she  can  work  through  very  clearly  what  she  thinks  we 
know  about  what  the  new  system — what  the  economic  impact  of 
the  new  system  will  be  and  what  it  will  not  be. 

Mr.  BUNNING.  CBO  Director  Reischauer  recently  told  the  Budget 
Committee  that,  over  the  last  8  years,  the  CBO,  on  the  average, 
was  off  the  mark  in  estimating  budget  deficits  by  about  110  per- 
cent. Given  the  historical  estimation  failures  of  CBO,  0MB,  and 
the  Federal  Government,  how  can  you  justify  any  cost  or  saving  es- 
timates under  the  plan  if  the  same  people  are  involved? 

Secretary  Shalala.  I  think  that— I  think  that  we  are  going  to — 
given  what  kind  of  models  that  we  have  and  the  fact  that  we  have 
brought  together  all  of  the  efforts  of  the  Federal  Government  for 
the  first  time,  we  are  going  to  have  as  good  and  as  firm  numbers 
as  we  possibly  can  to  present  to  the  Congress.  We  will  defend  them 
as  such. 
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And  the  Congress  ought  to  be  appropriately  skeptical,  obviously, 
given  the  long  history  of  the  inability  of  any  modelers  in  a  variety 
of  different  areas. 

But  I  can  assure  you  that  no  one  has  done  as  much  work  on 
health  care  finance  as  the  group  of  economists  led  by  Ken  Thorpe 
and  the  actuaries  of  the  Federal  Government,  plus  outside  actuar- 
ial review.  They  are  as  firm  and  as  rigorous.  But  they  do  make  as- 
sumptions about  the  ability  of  the  system  to  pull  down  its  costs  and 
make  assumptions  about  our  ability  to — the  ability  of  institutions 
to  change  their  ways  of  doing  things  to  start  slowing  down  the 
growth  in  costs. 

This  is  a  system  that  is  used  to  not  having  any — not  many  finan- 
cial restraints  on  it.  So  beginning  to  get  it  to  slow  down  growth, 
for  instance,  in  the  Medicare  program,  from  three  times  the  rate 
of  inflation  to  two  times  the  rate  of  inflation  is,  indeed,  a  strong 
step  that  the  institutions  and  the  providers  must  take. 

So  we  will  lay  that  all  out,  and  you  are  welcome  to  look  at  our 
assumptions  and  our  models  and  any  other  pieces  you  want  to 
look  at. 

Mr.  BUNNEMG.  Thank  you. 

Thank  you,  sir. 

Chairman  Rostenkowski.  Mr.  McNulty  will  inquire. 

Mr.  McNuLTY.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  Mr.  McDermott  asked  you  kind  of  a  com- 
plicated question  about  the  costs  of  this  plan.  Let  me  ask  you  a 
very  simple  one. 

Approximately  what  percentage  of  the  American  population  do 
you  feel  will  pay  more  under  the  President's  plan  if  it  is  imple- 
mented? 

Secretary  Shalala.  I  think  the — when  the  percentages  finally 
come  out,  it  will — it  will — it  will  be  somewhere  around  15  percent, 
somewhere  around  15  percent. 

The  vast  majority  of  Americans  will  either  pay  the  same  for  bet- 
ter benefits  or  pay  a  little  bit  less. 

But  without  laying  out  the  numbers  for  you  with  our  cost  as- 
sumptions and  having  the  actual  legislation  here,  I  am  reluctant  to 
go  beyond  the  number  that  Mrs.  Clinton  basically  presented  to  the 
committee. 

Mr.  McNuLTY.  Well,  I  hope  that  is  true.  But  let  me  make  a  sug- 
gestion here,  because  I  know  very  little  about  health  care,  but  I 
know  a  little  bit  about  politics. 

We  are  talking  about  adding  about  37  million  people  to  the  sys- 
tem who  are  not  covered  now.  We  also  are  talking  about  giving  in- 
creased benefits  to  a  lot  of  other  people. 

And  it  just  occurs  to  me  that  business  people  who  aren't  provid- 
ing health  care  coverage  for  their  employees  now,  and  super 
healthy  young  people,  as  the  President  puts  it,  are  not  going  to  be 
the  only  ones  who  are  going  to  be  asked  to  pay  more  under  this 
plan.  And  I  don't  think  that  is  necessarily  bad. 

It  seems  to  me  that,  Madam  Secretary,  if  the  fact  is  that  many 
of  us — even  if  most  of  us — were  going  to  be  asked  to  pay  a  little 
bit  more  for  our  health  care  coverage  and  maybe  even  have  some 
modest  additional  restrictions  in  return  for  the  security  of  knowing 
that  we  will  have  comprehensive  health  care  benefits  which  can 
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never  be  taken  away,  the  American  people  might  accept  that,  if 
they  are  told  up  front  what  the  situation  is. 

And  I  think  we  are  going  to  get  ourselves  into  a  terrible  political 
mess  next  year  if  we  are  telling  people  that  only  15  percent  of  the 
population  is  going  to  pay  more  as  we  are  speaking  here  in  October 
of  1993,  and  then  when  we  are  voting  in  the  summer  or  fall  of 
1994,  we  are  giving  them  a  different  story. 

So  I  just  think  that  we  ought  to  be  much  more  direct  with  the 
American  people  with  regard  to  what  this  plan  actually  involves  in 
terms  of  cost. 

Secretary  Shalala.  Yes,  Congressman.  I  think  you  are  exactly 
right.  If  we  say  today  that  15  percent  will  pay  more  for  similar 
benefits,  for  example,  we  are  going  to  have  to  be  very  explicit  with 
people.  More  importantly,  it  has  got  to  be  a  plan  with  which  they 
can  take  a  look  at  their  current  situation  and  get  a  feel  for  how 
it  is  going  to  have  an  impact. 

I  think  your  political  advice  is  good.  But  the  best  advice  is  to  be 
as  clear  and  open  and  straightforward  as  we  possibly  can.  And  un- 
fortunately without — without  the  final  package  here,  it  is  a  little 
more  difficult.  But  when  it  is  here,  we  will  work  with  everyone 
both  to  lay  it  out — and  you  can  be  assured  that  both  in  making  our 
assumptions  available  as  well  as  in  explaining  all  the  elements  of 
the  plan,  we  will  be  as  straightforward  and  as  honest  as  we  pos- 
sibly can  be. 

Mr.  McNuLTY.  Well,  I  know  that  is  your  intention.  I  would  just 
urge  you  and  Mrs.  Clinton  and  the  President  to  be  as  forthright  as 
possible  about  what  this  plan  involves.  And  that  will  make  it  a  lot 
easier  for  us  to  sell  this  reform  to  our  constituents. 

Secretary  Shalala.  Thank  you  very  much. 

Mr.  McNuLTY.  Thank  you. 

Chairman  Rostenkowski.  Mr.  Kopetski. 

Mr.  Jefferson. 

Mr.  Jefferson.  Thank  you,  Mr.  Chairman. 

And,  Madam  Secretary,  good  to  see  you  again.  I  guess  I  want  to 
limit  my  questions  to  things  that  deal  with  my  State,  since  most 
of  the  other  questions  have  been  taken  care  of 

In  Louisiana  we  have  a  great  commitment,  as  you  know,  to  the 
charity  hospital  system.  They  have  provided  hospital  care  for  the 
poor  and  indigent,  and  rest  homes  for  the  old,  for  more  than  100 
years.  We  depend  a  great  deal  on  what  is  called  a  disproportionate 
share  funding  to  run  those  facilities.  And  I  understand  under  the 
plan  that  that  gets  done  away  with. 

So  for  those — I  know  in  the  long  term,  it  isn't  the  matter.  But 
how  will  the  disproportionate  share  of  funding  be  handled  under 
what  I  suppose  is  necessarily  a  transition  period  until  full  imple- 
mentation of  the  plan  so  that  our  hospitals  won't  be  hurt  in — and 
the  folks  that  are  dependent  on  them  won't  be  hurt  in  the  system? 

Secretary  Shalala.  Congressman,  that  is  a  very  important  ques- 
tion. And  it  is  one  that  we  are  very  concerned  about. 

We  need  to  make — we  need  to  be  very  careful  about  the  transi- 
tion phase  because  so  many  of  the  charity  hospitals,  public  hos- 
pitals, and  in  some  cases  the  voluntary  hospitals,  have  carried  the 
burden  of  uncompensated  care;  obviously,  getting  everyone  covered 
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helps  those  institutions  immediately  because  it  means  that  they  get 
reimbursed. 

How  much  more  of  the  disproportionate  share  kinds  of  money 
they  will  need  through  the  transition,  I  am  not  sure  that  we  have 
made  a  final  decision  about,  other  than  we  know  there  has  to  be 
a  transitional  period.  Whether  it  is  the  disproportionate  share  pro- 
gram or  some  other  kind  of  program  that  helps  in  the  transition, 
I  really  don't  want  to  commit  to  now,  other  than  we  will  work  with 
all  of  you  to  make  sure  that  we  don't  put  these  extraordinary  insti- 
tutions, whether  they  are  in  Cook  County  or  in  your  State,  at  a  dis- 
advantage. Because  we  want  them  to  be  able  to  compete,  to  be  able 
to  link  up  with  plans,  to  be  able  to  continue  their  coverage  to  those 
that  might  fall  through  the  cracks. 

So  we  will  identify  those  institutions  in  a  way  which  protects 
them  for  a  period  of  time  as  we  make  the  transition.  They  will  be 
essential  providers,  and  we  will  very  carefully  work  with  them 
through  the  transition. 

Mr.  Jefferson.  Well,  as  you  know,  our  health  care  planners 
have  some  specific  recommendations  in  that  area,  which  I  don't 
want  to  make  to  you  now,  but  which  I  certainly  would  hope  that 
you  would  receive  from  us  and  take  into  account  as  you  try  to  deal 
with  this  issue,  that  not  only  the  amount  of  money  available  is  im- 
portant but  the  transition  period,  the  time,  is  important  as  well. 

I  heard  someone  a  minute  ago  talk  about  the  issue  of  alliances 
being  State  by  State.  And  I  think  you  said  something  about  the  al- 
liances will  have  to  be  State  by  State,  but  the  plans  may  be 

Secretary  Shalala,  They  go  across, 

Mr.  Jefferson.  Yes.  And  in  our  State  we  are  making  alliances — 
or  trying  to  anyhow — with  Mississippi  and  Arkansas  to  deal  with 
what  we  call  a  Delta  Development  Project.  And  part  of  the  Devel- 
opment Project  involves  health  care. 

It  is  a  tristate — reallv  the  lower  Mississippi  development  condi- 
tions which  Mike  Espy  has  started.  And  it  is  a  coordinated  develop- 
ment of  the  rural  health  plans. 

Will  there  be  any  allowance  for  tristate,  or  multistate  alliances? 
Or  will  this  be,  as  your  other  answer  indicated,  limited  strictly  to 
State  alliance  arrangements? 

Secretary  Shalala.  We  are  doing  everything  we  can  to  be  flexi- 
ble enough  to  allow  States  to  cooperate,  if  they  have  a  special  ini- 
tiative like  what  you  just  described. 

I  did  indicate  that  the  plans  certainly  can  go  across  States.  How 
we  would  work  out  some  special  kind  of  arrangement  between  alli- 
ances, I  can't  tell  you  at  this  moment,  other  than  we  certainly 
would  enthusiastically  talk  to  two  or  three  States  about  putting  to- 
gether something  that  would  be  innovative,  that  would  improve 
both  the  strategy  and  the  quality  of  health  care  for  what  is  a  defin- 
able region. 

Mr.  Jefferson.  For  those  existing  organizations  that  are  cooper- 
ating as  HMOs  or  cooperative  health  care  providers,  there  is  a  big 
concern — John  Lewis  touched  upon  it  some — in  my  State  there  is 
Oschner,  that  is  providing  a  certain  cooperative  arrangement  for 
care  for  many  of  our  folks  and  doing  an  outstanding  job.  There  are 
other  small  ones  that  are  made  up  of  minority  health  care  provid- 
ers coming  together  in  a  thing  called  PAL.  They  are  trying  to  pro- 
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vide  care,  and  frankly,  in  fact,  over  the  years,  in  developing  and 
delivering  primary  health  care. 

The  question  is:  Are  they  going  to  be  able  to  continue  to  provide 
the  care  in  the  way  that  they  have  been  accustomed  to? 

And  will  the  plan  be  able  to  utilize  the  expertise  in  their  back- 
ground and  training? 

Secretary  Shalala.  We  certainly  will  do  everything  we  can  to 
help  them  to  qualify  as  a  plan  and  to  help  them  have  access  to  cap- 
ital, for  example,  which  smaller  plans  often  have  a  problem  with. 

But  we  are  doing  what  we  can  within  the  antitrust  laws  to  pro- 
vide a  safe  harbor  for  small  groups  which  should  come  together  and 
qualify  as  a  plan.  And  we  nave  a  particular  interest  in  existing 
plans  that  have  served  their  communities  well  and  that  need  to 
make  sure  they  can  make  the  transition  to  the  new  organization. 

Mr.  Jefferson.  Thank  you. 

Secretary  Shalala.  You  are  welcome. 

Chairman  Rostenkowskl  Mrs.  Johnson. 

Mrs.  Johnson  of  Connecticut.  Thank  you,  Mr.  Chairman. 

And  welcome,  Madam  Secretary.  In  your  plan,  you  assume  that 
in  the  third  year,  between  1995  and  1996,  we  will  be  able  to  cut 
Medicare  costs  by  4  percent.  That  is  from  11.2  percent  to  7.4  per- 
cent. That  will  require  reducing  the  volume  of  services  in  Medicare. 
And  I  think  that  may  improve  the  health  of  many  seniors.  I  mean 
I  am  not  complaining  about  it.  I  am  just  pointing  out  that  in  a  year 
you  would  have  to  reduce  the  volume  and  intensity  and  paperwork 
very  dramatically. 

And  your  assumptions  are  that  in  3  years  we  will  cut  the  cost 
of  Medicare  increases  by  more  than  half,  from  11.2  to  5.1. 

In  Medicaid  your  assumption  is  that  we  will  cut  those  costs  in 
that  same  timeframe  by  two-thirds. 

In  the  private  sector,  you  are  going  to  keep  health  care  cost  in- 
creases down  to  1.5  percent  CPI,  plus  population;  plus  1.5  percent 
in  1996,  CPI  plus  population;  plus  1  percent  in  1997,  CPI  plus  pop- 
ulation; to  .5  percent  in  1998. 

Now  there  is  no  Nation  in  the  entire  world,  even  those  with  out- 
right rationed  care,  that  have  been  able  to  do  that. 

So  I  would  ask  you,  in  view  of  those  proposals,  how  exactly  did 
you  plan  to  achieve  them?  Because  at  this  point  in  your  thinking, 
you  must  have  some  very  concrete  plans  in  place  to  achieve  those 
Kinds  of  really  dramatic  savings. 

So  I  would  like  either  in  writing  or  now  a  very  specific  list  of 
things  that  you  plan  to  do  to  make  those  radical  cuts  between  1995 
and  1998  in  Medicaid,  Medicare,  and  the  private  sector  costs. 

And  then  I  would  like  to  understand  better  what  happens  if  you 
don't  achieve  them. 

Because  if  you  don't  achieve  those  savings  and  they  are  unprece- 
dented in  their  dimensions,  then  the  system  will  cost  far  more  than 
you  are  anticipating.  That  means  more  money,  more  resource  also 
have  to  go  into  it. 

Will  payroll  taxes  go  up?  That  seems  the  obvious  place  because 
they  pay  80  percent  of  the  costs,  and  the  costs  are  going  to-  be 
higher. 

The  Federal  budget  will  clearly  go  up  if  Medicaid  and  Medicare 
don't  go  down  as  you  expect.  So  if  the  Federal  costs  go  up,  what 
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will  be  the  impact  of  the  global  budget,  which  is  supposed  to  be  a 
backstop?  But  if  you  don't  meet  these  targets,  that  global  budget 
will  hook  in,  those  triggers  will  go  into  effect,  and  then  what? 

So  I  think  I  need  a  much  better  understanding  of  the  relation- 
ship among  payroll  taxes,  the  global  budget,  and  your  estimates  of 
savings.  How  are  you  going  to  achieve  them,  and  what  will  be  the 
interaction  of  the  parts  if  they  are  not  achieved? 

Secretary  Shalala.  I  think  that  question  will  require  a  long  and 
lengthy  answer,  which  I  probably  don't  have  time  to  do  right  now. 

Let  me  say  that  we  would  be  prepared  either  to  do  it  in  writing, 
or  to  come  in  and  spend  some  time  with  you,  to  show  you  how  this 
system  works. 

Let  me  also  say  that  it  is  somewhat  misleading  to  look  at  simply 
the  current  costs  as  opposed  to  the  new  money  we  are  putting  into 
the  system.  There  is  a  tremendous  amount  of  new  money  that  is 
coming  in  the  system  through  the  employers  who  now  don't  cover 
people,  plus  the  new  taxes  or  assessments  that  are  coming  into  the 
system,  plus  the  folding  in  of  the  Medicaid  system  into  the  new 
system,  and  then  slowing  down  the  growth  within  the  new  system. 

And  your  point,  though,  that  we  are,  in  fact,  assuming  that  with- 
in the  system  there  is  enough — there  is  enough  waste  in  the  sys- 
tem to  begin  to  squeeze  it  down  quite  quickly  compared  to  what 
other  countries  have  done.  There  is  also  a  recognition  by  us  that 
we  have  had  an  unparalleled  rate  of  growth  in  this  country  com- 
pared to  the  rest  of  the  world,  that  we  are  in  fact  simplifying  the 
system,  eliminating  a  large  amount  of  paperwork  in  the  insurance 
system  as  part  of  this  strategy.  But  to  show  you  how  all  those 
pieces  work,  it  will  obviously  take  me  a  little  bit  more  time  than 
I  have  here. 

Mrs.  Johnson,  And  I  appreciate  that.  But  we  have  struggled  on 
our  committee  with  volume  and  intensity.  Those  things  are  grow- 
ing, are  exploding,  because  our  diagnostic  and  treatment  capability 
is  far  greater  than  it  was  a  few  years  ago. 

So  if  we  are  going  to  be  able  to  assume  those  savings,  we  need 
to  be  acquainted  with  very  specific  strategies  that  the  administra- 
tion is  going  to  adopt  that  we  haven't  in  the  past  adopted,  that  are 
going  to  reduce  costs  in  the  dimensions  that  you  propose. 

And  then  we  are  going  to  have  to  understand  very  clearly  how 
this  global  budget  is  articulated,  how  it  is  divided  among  the 
States,  and  how  it  will  snap  in  if  those  savings  aren't  realized. 

So  I  hope  that  when  you  are — and  unfortunately,  Mr.  Chairman, 
the  format  of  our  hearings  doesn't  allow  for  this  kind  of  discussion; 
but  once  your  legislative  language  is  up  here,  I  hope  the  chairman 
will  bring  you  back  when  we  aren't  limited  to  2-minute  questions 
so  we  can  talk  about  some  of  these  bigger  mechanisms.  Because  if 
they  don't  work,  then  the  employers  are  going  to  pay,  and  our  defi- 
cit is  going  to  skyrocket. 

And  we  need  to  have  a  far  better  understanding  of  the  inter- 
action of  the  parts  than  we  are  able  to  get  or  you  could  possibly 
give  me  in  the  time  that  might  be  allotted  to  you  today. 

Secretary  Shalala.  Yes,  and  Congresswoman  Johnson,  I  appre- 
ciate your  thoughtful  question.  Let  me  also  say  that  some  of  this 
is  the  language. 
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What  this  country  has  been  doing  is  we  have  been  trying  to 
squeeze  down  the  system.  We  have  worked  eveiy  kind  of  control  to 
try  to  slow  down  the  costs  of  the  growth  of  the  Medicare  and  Med- 
icaid programs,  everything  that  the  government  could  think  of  in- 
side that  system.  It  is  the  concept  of  us  trying  to  continue  to  do 
it  that  we  are,  in  fact,  putting  aside. 

What  we  are  saying  is,  within  a  serious  budget,  given  what  we 
know  about  groups  of  providers  and  their  ability  to  work  through 
a  high-quality,  reasonable-cost  system  in  Puget  Sound  and  at  the 
Mayo  Clinic,  we  believe  that  it  is  probable  for  groups  of  providers 
in  these  plans  to  work  through  the  issues  so  that  the  professionals 
work  through  the  issues  of  cost,  as  opposed  to  government  regu- 
lators from  the  top  down  trying  to  squeeze  down  the  system. 

So  it  is  a  whole  different  way  of  thinking  about  how  we  are  going 
to  get  control  of  costs  in  this  country. 

Chairman  Rostenkowski.  Mr.  Brewster  will  inquire. 

Mr.  Brewster.  Thank  you,  Mr.  Chairman. 

I  notice  that  you  have  a  subsidy  for  small  business  in  the  pro- 
gram, and  as  one  who  has  a  problem  with  mandates  on  small  busi- 
ness, what  is  the  timeframe  that  you  plan  to  subsidize  the  pre- 
miums for  small  business  before  it  pnases  out? 

Secretary  Shalala.  I  think  we  have  put  no  phaseout  timeframe 
on  the  small  business  formula. 

Mr.  Brewster.  Are  you  telling  me  that  it  is  permanent? 

Secretary  Shalala.  No,  only  that  we  have  put  no  timeframe  at 
this  moment,  nor  do  I  know  of  any  plans  to  put  any  actual  limit 
on  the  timeframe.  That  is  correct. 

Mr.  Brewster.  So  it  is  permanent.  It  is  not  temporary? 

Secretary  Shalala.  Yes. 

Mr.  Brewster.  I  was  told  it  was  temporary  last  week,  but  it 
hadn't  been  decided  yet  how  long  it  was  going  to  be. 

Secretary  Shalala.  At  this  moment,  until  I  bring  the  final  legis- 
lation up  here,  I  know  of  no  strategy  to  see  it  just  as  a  transition 
at  this  point. 

Mr.  Brewster.  So  we  will  have  to  assume  it  is  permanent  unless 
it  changes  between  now  and  then. 

Would  you  favor  a  willing  provider  clause  that  says  that  if  a  pro- 
vider, who  is  licensed  by  his  State,  is  willing  to  accept  the  reim- 
bursement rate  of  the  alliance  that  he  should  Toe  allowed  to  partici- 
pate? 

Secretary  Shalala.  I  favor  the  States,  within  broad  Federal 
guidelines,  qualifying  the  providers.  The  last  thing  we  need  is  for 
the  Federal  Government  to  get  into  that  kind  of  detailed  discussion 
about  the  providers.  The  States  themselves  ought  to  be  doing  it. 

Mr.  Brewster.  So  if  a  provider — let's  say  a  pharmacy  is  willing 
to  accept  the  reimbursement  of  an  alliance,  the  patient  who  owns 
that  prescription  should  have  a  right  to  trade  there  if  they  so 
choose? 

Secretary  Shalala.  I  think  the  States  ought  to  certify  the  provid- 
ers and  the  health  plans  and  there  ought  to  be,  obviously,  not  sim- 
ply financial  qualifications  and  their  willingness  to  participate  in 
the  system,  but  some  quality  standards  that  we  accept.  But  the 
State  ought  to  play  that  role. 

Mr.  Brewster.  I  think  all  State  boards  do  that  now. 
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Secretary  Shalala,  That  is  right.  And  the  States  have  experi- 
ence doing  this,  and  they  are  the  right  level  of  government. 

Mr.  Brewster.  If  you  have  four  providers  in  Ada,  Okla.,  each  of 
which  is  licensed  by  the  State  and  doing  business  in  everyday  life, 
can  an  alliance  exclude  all  but  one  or  should  they  all  have  the  right 
to  participate? 

Secretary  Shalala.  I  think  they  should  have  the  right  to  partici- 
pate if  they  meet  the  standards  of  the  State.  If  we  believe  in  com- 
petition, we  have  to  provide  opportunities  for  providers  that  meet 
our  standards. 

Mr.  Brewster.  Very  good.  That  is  what  I  hoped  you  would  say. 
A  willing  provider  means  that  if  I  am  a  consumer  of  the  health 
care  service  and  my  provider  is  licensed  by  that  State,  I  have  the 
opportunity  to  go  to  that  provider? 

Secretary  Shalala.  Yes. 

Mr.  Brewster.  OK.  The  next  thing,  some  of  us,  I  think,  have 
some  concerns  with  the  primary  care  physician  being  a  total  gate- 
keeper. Is  there  a  way  to  bypass  the  gatekeeper  if  additional  care 
is  needed  and  this  particular  primary  care  physician  does  not  want 
to  refer  them? 

Secretary  Shalala.  Yes,  there  is.  Mrs.  Clinton,  I  think,  discussed 
a  point-of-service  option  that  would  allow  an  individual  to  go  to  an- 
other physician,  whether  or  not  the  physician  who  they  were  using 
was  willing  to  make  that  referral. 

But  I  think  within  the  health  care  plans  themselves,  we  should 
not  force  the  consumer,  our  citizens,  to  go  outside  that  system. 
They  ought  to  have  a  way  to  appeal  that  discussion  to  talk  to  an 
ombudsman,  someone  who  will  help  to  represent  their  case.  So 
there  ought  to  be  an  easier  way  for  the  consumer. 

Mr.  Brewster.  As  long  as  tnere  is  a  mechanism  to  do  so,  I  think 
that  is  very  important.  I  think  that  you  may  get  into  some  situa- 
tions with  cost  containment  that  the  physician  may  not  refer  for 
fear  of  being  dropped  from  an  alliance,  if  ne  is  seen  as  more  costly. 

I  had  a  friend  who  experienced  this.  His  wife  died  3  weeks  ago. 
I  don't  know  if  it  made  a  difference,  but  it  certainly  made  an  im- 
pact on  me. 

Secretary  Shalala.  And  I  think  that  story  alone  should  make  us 
very  concerned  about  making  certain  that  there  are  ways  for  people 
not  only  to  appeal  the  system,  but  to  be  able  to  reach  out  to  an- 
other physician  or  another  provider. 

Mr.  Brewster.  I  am  certainly  pleased  to  hear  your  position  on 
willing  provider.  We  will  discuss  that  further. 

Chairman  ROSTENKOWSKL  Mr.  Reynolds  will  inquire. 

Mr.  Reynolds.  I  really  appreciate  your  coming  by  today,  and  it 
is  good  to  see  you.  When  I  talked  to  Mrs.  Clinton  last  spring,  when 
I  introduced  my  bill  to  tax  guns  to  pay  for  health  care,  she  said 
she  thought  it  was  a  good  idea.  On  Tuesday  before  the  Ways  and 
Means  Committee  she  said  they  were  not  going  to  include  it. 

On  Wednesday,  before  another  committee,  she  said  she  was 
thinking  about  it. 

On  Thursday,  when  asked  by  Bill  Bradley  about  it,  she  said  she 
thought  it  was  a  good  idea. 

Can  you  help  me  understand  why  the  administration  has  not 
made  up  its  mind  on  this  issue  that  they  have  been  dealing  with 
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for  the  last  7  months;  and  if  they  are  not  going  to  include  taxes 
on  guns  to  help  pay  for  health  care,  when  guns  have  such  a  great 
negative  impact  on  our  health  care  system,  how  can  we  logically 
tax  cigarettes,  which  I  am  for  doing? 

Secretary  Shalala.  The  decision  that  has  been  made  to  tax  ciga- 
rettes, I  know  about.  I  have  not  had  a  chance  to  talk  to  Mrs.  Clin- 
ton or  to  the  White  House  about  any  plans,  and  I  know  of  no  plans, 
to  tax  guns  or  the  components  of  guns. 

Your  point  is  well  taken,  though,  and  that  is  there  are  other 
things  that  could  be  taxed  to  help  us — in  the  case  of  guns,  to  re- 
duce the  number  of  guns  that  end  up  on  the  streets.  And  there  cer- 
tainly— ^you  certainly  get  total  support  from  me  on  the  relationship 
between  guns  and  public  health. 

But  I  simply  know  of  no  plans  at  this  moment  to  tax  guns, 
though  I  am  happy  to  go  back  and  to  call  you  tomorrow  with  a 
more  definitive  answer. 

[The  following  was  subsequently  received:] 

The  Health  Security  Act  does  not  include  a  tax  on  guns  to  finance  health  care 
reform. 

Mr.  Reynolds.  I  would  appreciate  as  to  what  the  reason  is  for 
that.  I  mean,  there  are  lots  of  things  to  tax,  but  there  are  very  few 
things,  quoting  Mrs.  Clinton  again,  which  if  used  as  directed,  have 
as  severe  negative  impact  on  our  health  care  system  as  cigarettes. 

Is  it  a  political  decision  just  not  to  take  on  the  NRA?  These  are 
things  that  one  has  to  think  of  because  if  the  logic  is  it  is  bad  for 
our  health,  how  can  we  leave  out  guns? 

Secretary  Shalala.  No,  I  think  that  is  just  as  important.  In  the 
process  of  putting  together  the  package,  while  we  had  long  discus- 
sions about  the  role  of  cigarettes  in  health  and  our  interest  in  tax- 
ing cigarettes  within  the  context  of  our  general  concerns  about 
those  that  grow  tobacco  and  the  broader  economic  issues,  I  did  not 
participate  in  any  discussions  on  the  possibility  of  taxing  guns.  And 
I  simply,  to  be  fair  to  you,  need  to  go  back  and  ask  those  questions 
directly. 

We  were  not  very  focused  on — we  were  not  focused  on  the  gun 
tax  issue  as  a  part  of  our  discussion,  so  that  I  simply  need  to  get 
back  to  you. 

Mr.  Reynolds.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Chairman  Rostenkowskl  Mr.  Hoagland. 

Mr.  Hoagland.  Madam  Secretary,  thank  you  for  coming  today. 
And  there  are  two  subjects  that  I  would  like  to  address  to  you.  The 
first  I  will  do  briefly  because  of  the  time  constraints. 

We  are  told  by  physicians  that  40  percent  of  all  hospital  beds  in 
America  are  occupied  by  people  who  are  suffering  from  the  effects 
of  smoking  or  drinking  or  illegal  use  of  drugs.  There  is  also  consid- 
erable literature  on  the  effects  of  exercise  allaying  the  aging  proc- 
ess. I  have  an  article,  here,  Mr.  Chairman,  drafted  by  Peter  Wood, 
a  faculty  member  of  Stanford's  School  of  Medicine,  called  "Aging, 
Don't  Take  It  Sitting  Down,"  which  I  would  like  to  have  made  part 
of  the  record,  if  I  might. 

[The  information  follows:] 
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AgING: 

Don't  Take  It  Sitting  Down! 


by  Peter  D.  Wood,  D.Sc,  Ph.D. 


Exercise  and  temperance  will  preserve  something  of  our  youttitui  vigor, 
even  into  old  age.  — Ctcero  (106-43  ec) 

In  the  past  half  century  the  practitioners  of  medical  science  have 
produced  a  glittering  array  of  wonders— snatching  the  fevered 
from  the  jaws  of  death  and  protecting  the  innocent  from  fearsome 
diseases.  For  many  developed  countries  profound  reductions  in 
infant  mortality  and  the  relative  rarity  of  death  from  infectious  dis- 
eases— AIDS  notwithstanding — have  allowed  a  very  large  propor- 
tion of  men  and  women  to  see  their  65th  birthday  and  so  become, 
according  to  a  common  definition,  elderly.  In  the  United  States  life 
expectancy  in  1900  had  not  reached  50  years;  today  this  figure 
has  risen  above  75  and  is  approaching  80  for  women  Moreover, 
the  number  of  elderly  people  is  growing  at  twice  the  rate  of  the 
rest  of  the  population.  Thanks  to  medical  research  advances  and 
a  substantial  investment  in  public  health.  Americans  have  been 
granted  an  extra  30  years  of  life — a  bonus  to  be  enjoyed  in  their 
sixth,  seventh,  and  eighth  decades. 

Accounting  for  aging 

Usually  aging  is  measured  by  the  calendar— i.e..  by  one's  date 
of  birth.  This  certainly  is  convenient  for  many  purposes — deciding 
when  one  is  eligible  for  a  pension  or  ineligible  to  pilot  a  com- 
mercial aircraft,  obtaining  reduced-price  admission  to  the  cinema, 
and  so  forth.  Another  approach  would  be  to  subject  people  to 
periodic  physical  and  mental  examinations  and  decide,  on  the 
basis  of  their  ability  to  function,  what  "age"  they  are  This  would 
be  not  only  costly  and  revolutionary  but  undoubtedly  controver- 
sial, considering  that  a  wrinkled  but  slim  70-yeaf-old  who  can 
jog  a  mile  in  7  minutes  would  be  regarded  as  "younger"  than 
a  smooth-skinned,  oven«eight  30-year-old  who  cannot  cover  the 
same  distance  in  10  minutes. 


From  ttie  Encyclopaedia 
Britannica  Medical  and 
Health  Annual.  1992 
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J  Pavlovsky — Sygma 


The  "use  it  or  lose  il"  theory  of  aging 

proposes  thai  if  people  do  not  exercise. 

their  anatomic  systems  will  function  less 

well — perhaps  not  at  all.  Wliat  makes 

this  proposition  particularly  appealing  is 

its  implication  that  people  need  not  "lose 

it. "  The  residents  of  a  retirement  home  in 

France  (right)  have  lost  neither  their  vigor 

nor  their  joie  de  vivre. 


Peter  O.  Wood,  D.Sc.,  Ph.D.,  is  Professor 

of  Medicine,  Stanford  University  School  of 

Medicine,  and  Associate  Director,  Stanford 

Center  for  Research  in  Disease  Prevention. 

Palo  Alto,  California. 

(Overleaf)  Runners  in  their  sixties  and 

severities  bound  over  a  hurdle  in  the 

10,000-meter  cross-coimtn  race  al  the  1989 

World  Veterans  Championships,  held  in 

Eugene,  Oregon.  Every  other  summer  the 

championships  draw  thousands 

of  older  runners,  who  thrive  on  their 

vitality  and  defy  the  assumption  that  to  age 

is  to  decline. 

Photograph,  John  Giustina 


The  very  word  elderly  tends  to  evoke  such  associations  as  "gray  haired," 
"retired,"  "stooped,"  "frail,"  "forgetful,"  "doddering,"  "decrepit,"  "specta- 
cles," "rocking  chair,"  cane,"  etc.  Certainly  television  ad  makers  knovyf  what 
sort  of  actors  to  employ  to  promote  products  intended  for  the  elderly — 
e.g.,  denture  adhesives  and  incontinence  pads.  All  of  this  makes  some 
sense  because  the  incidence  of  many  debilitating  conditions  does  increase 
steadily  with  calendar  age.  In  fact,  the  traditional  system  of  determining  age 
has  worked  quite  well;  generally  the  "calendar  old"  have  been  a  relatively 
small  group  in  society,  and  they  have  been,  well,  elderly. 

The  situation  is  fast  changing,  however;  the  elderly  are  not  a  small 
group  anymore.  By  the  turn  of  the  century,  35  million  Americans  will  be 
65  or  older;  and  by  2030,  65  million,  or  one  in  five,  will  be  elderly  by 
the  current  definition.  And  there  is  little  doubt  that  continuing  advances  in 
medicine  and  surgery  will  further  reduce  the  impact  of  many  previously 
debilitating  conditions. 

Although  the  aging  system  based  on  the  calendar  may  have  worked 
in  a  general  way,  it  has  always  been  evident  that  aging  proceeds  very 
differently  in  different  individuals.  Some  men  lose  hair  early,  while  others 
keep  a  full  head  of  hair  well  into  their  seventies.  About  50%  of  elderly 
people  have  symptomatic  arthritis,  but  50%  do  not.  About  30%  have  heart 
disease,  but  the  majority  have  good  to  excellent  heart  function  well  into 
their  golden  years.  All  of  this  suggests  that  while  people  have  some  type 
of  body  clock  running  within  them  (known  as  the  program  theory  of  ag- 
ing), it  keeps  different  time  for  different  people.  Aging  has  also  been  seen 
as  the  accumulation  of  various  environmental  assaults — sunlight,  cosmic 
radiation,  noise,  and  many  others— that  progressively  damage  immunity 
and  other  body  systems,  eventually  resulting  in  death  (the  error  theory). 
Here,  too,  it  is  clear  that  the  mechanism  at  work  functions  in  ways  that 
are  not  fully  understood,  resulting  in  the  large  differences  in  rates  of  aging 
among  individuals. 
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Yet  a  third  explanation  for  widely  differing  aging  rates — one  thiat  is  gain- 
ing ground  rapidly — is  particularly  appealing,  as  it  offers  some  relief  from 
the  traditional  assaults  of  the  passing  years.  This  is  the  "use  it  or  lose 
it"  school  of  thought,  which  proposes  that  if  pjeople  do  not  exercise  their 
organ  systems,  and  particularly  their  muscles,  those  systems  will  function 
less  well,  and  perhaps  not  at  all.  Many  people  are  learning  that  by  adopting 
"healthy"  life-style  habits  early  in  life,  they  can  improve  their  chances  of 
remaining  robust  and  independent  long  after  they  Ijecome  "elderly."  Some, 
like  Walter  Bortz  II,  former  president  of  the  American  Geriatrics  Society 
and  author  of  We  Live  Too  Short  and  Die  Too  Long,  believe  that  robust 
activity  throughout  life  not  only  improves  quality  of  life  in  older  age  but 
also  increases  life-span  toward  a  maximum  of,  perhaps,  115-120  years.  It 
is  this  third  proposition — that  regular  exercise  continued  into  old  age  can 
improve  the  quality  and  quantity  of  life — that  is  considered  here. 

Exercise  versus  death  and  disease 

A  number  of  investigators  have  followed  groups  of  elite  male  athletes 
to  determine  age  at  death  and  cause  of  death.  Generally,  such  studies 
have  indicated  a  moderate  increase  in  life  expectancy  for  athletes  who 
participated  in  endurance  sports  such  as  rowing,  running,  and  cross- 
country skiing  compared  with  life  expectancy  of  nonathletes.  This  usually 
reflected  a  lower  death  rate  from  chronic  diseases,  particularly  coronary 
heart  disease.  It  is  very  probable,  of  course,  that  individuals  who  are  good 
athletes  when  they  are  young  are  genetically  favored  and  destined  to  live 
longer  than  average.  Some  athletes  continue  to  exercise  regularly  after 
their  competitive  days  are  over,  but  others  quit  abruptly — after  winning  the 
Tour  de  France  or  an  Olympic  medal,  for  example — and  remain  sedentary 
thereafter.  For  these  reasons,  studies  of  elite  athletes  are  not  highly  rele- 
vant to  the  issue  of  the  health  consequences  of  regular,  moderate  exercise 
in  middle  age  and  beyond. 

Several  classic  studies  have  addressed  the  question  of  moderate  exer- 
cise during  the  working  day  and  in  leisure  time  and  its  relation  to  chronic 
disease.  Jeremy  Morris  at  the  London  School  of  Hygiene  and  Tropical 
Medicine  compared  deaths  from  heart  disease  in  drivers  and  conductors 
on  London's  double-decker  buses.  While  the  drivers  were  sedentary,  the 
conductors  had  a  relatively  active  workday,  frequently  climbing  up  to  the 
top  deck  and  down  again.  Morris  found  that  the  conductors  suffered  fewer 
heart  attack  deaths  than  did  the  drivers  during  many  years  of  follow-up. 
Interestingly,  he  also  noted  that  the  waist  size  of  the  drivers'  trousers  (de- 
termined from  London  Transport's  uniform-issue  records)  was,  on  average, 
substantially  larger  than  that  of  the  conductors,  suggesting  that  abdominal 
obesity,  in  addition  to  habitual  inactivity,  may  be  a  relevant  factor  in  the 
development  of  heart  disease. 

Ralph  S.  Paffenbarger,  Jr.,  and  colleagues  at  Harvard  University  School 
of  Public  Health  and  Stanford  University  School  of  Medicine  conducted  a 
study  of  some  17,000  Harvard  University  alumni  who  w«re  followed  for 
12  to  16  years.  Observing  that  very  few  of  these  men  were  engaged  in 
occupations  that  could  be  descrifc>ed  as  active  (rather,  they  typically  sat 
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According  to  the  results  of  a  comprehensive 
study  conducted  by  researchers  from  the 
Institute  for  Aerobics  Research,  Dallas, 
Texas,  age-adjusted  death  rates  per 
10,000  person-years  were  highest  in  men 
and  women  who  were  found  to  be  in  the 
"least  fit"  category  (level  I)  but  dropped 
dramatically  in  those  who  were  found  to 
he  'moderately  fit "  (levels  2  and  3).  For 
purposes  of  the  study,  a  person-year  was 
a  year  of  follow-up  obsen'ation  for  one 
participant.  More  than  13,300 people  were 
followed  for  an  average  of  eight  years,  for  a 
total  of  nearly  1 10,500  person-years. 

Deaths  per  10,000  person-years 
of  follow-up 


fitness  level 
low  4 ►  high 


■  cardiovascular  disease 
D  cancer 

D  accidents/external  causes 
H  all  other  causes 

Source  Adapted  from  Steven  N  Blajr  et  al .  "Ptiysical 
Fitness  and  All-Cause  Mortality  .'  JAMA,  vol  262. 
no  17  (Nov  3.  1989),  pp  2395  2401  Copyright  1989, 
American  Medical  Assoaatton 
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Those  who  keep  moving  in  their  advanced 

years  are  likely  lo  enjoy  fuller,  filler  lives 

than  those  who  take  aging  sitting  down. 

The  study  conducted  by  Steven  N.  Blair 

and  his  coinvesligalors  showed  that 

even  modest  amounts  of  exercise  afford 

substantial  health  benefits.  Moreover. 

declines  in  death  rales  as  a  residi  of  fitness 

were  most  pronounced  in  older  groups — 

those  aged  50  and  over 


behind  desks),  Paffenbarger  took  careful  note  of  their  activities  during 
nonworking  time — e.g.,  blocks  walked,  flights  of  stairs  climbed,  time  spent 
at  gardening  or  in  sports  play.  Fairly  consistently,  the  most  sedentary 
alumni  suffered  more  heart  attacks  than  those  who  exercised  throughout 
adult  life,  with  the  most  active  having  only  50%  of  the  heart  attacks  seen 
in  the  least  active  men.  Continued  follow-up  suggested  that  death  rates 
from  other  chronic  diseases,  including  cancer,  were  reduced  progressively 
with  increasing  levels  of  activity  among  the  alumni  groups.  Paffenbarger's 
study  also  showed  that  total  length  of  life  was  modestly  increased  (by  one 
to  more  than  two  years)  in  those  who  exercised  regularly.  The  investiga- 
tors concluded  that  the  evidence  from  their  extended  follow-up  of  Harvard 
alumni  supported  the  "widespread  and  longstanding  popular  belief  that 
adequate  physical  exercise  is  necessary  to  preserve  life  and  its  desirable 
qualities  into  old  age." 

In  a  striking  report,  Steven  N.  Blair  and  colleagues  at  the  Institute  for 
Aerobics  Research,  Dallas,  Texas,  recently  revealed  that  physical  fitness 
(measured  scientifically,  using  a  treadmill  test  rather  than  less  reliable 
verbal  or  written  reports  of  personal  physical  activity  habits)  was  strongly 
related  to  risk  of  death  from  "all  causes"  in  more  than  13,000  men  and 
women,  who  were  followed  for  an  average  of  eight  years.  The  least  fit 
groups  had  substantially  higher  death  rates  from  all  causes,  especially  from 
heart  disease  and  cancer,  than  the  most  fit.  In  fact,  the  greatest  benefit 
seemed  to  be  derived  from  moving  out  of  the  "least  fit"  category  into  the 
next,  the  "modestly  fit"  group.  (There  were  a  total  of  five  fitness  categories.) 
Notably,  even  for  those  with  significant  risk  factors — e.g.,  smoking,  high 
blood  cholesterol,  hypertension — higher  levels  of  fitness  proved  beneficial 
to  health.  The  truly  exciting  implication  of  Blair's  findings  is  that  the  benefit 
threshold  is  lower  than  had  been  previously  thought;  important  health 
benefits  are  within  virtually  everyone's  reach.  Even  a  little  exercise  goes  a 
long  way,  and  activity  can  be  anything  from  brisk  leaf  raking  to  vigorous 
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(Left)  Louise  and  Fred  Wing  from 
Marblehead,  Massachuselts,  both  in  their 
seventies,  have  excelled  as  a  synchmnized 
swimming  duo.  In  1983  Fred,  who  had 
been  a  veteran  lap  swimmer,  decided 
that  Louise,  who  taught  synchronized 
swimming,  was  having  more  fim,  so  he 
enrolled  in  her  class.  With  Louise  as  coach, 
they  began  to  train  and  compete  together. 
Over  the  years,  remarkably,  their  keen  sense 
of  timing  has  not  diminished  (Below) 
aquatic  exercise  is  one  of  the  best  overall 
conditioners.  Because  the  body  weight  is 
supported  by  the  buoyant  force  of  water, 
there  is  no  strain  on  bones  or  joints — 
making  it  an  especially  popular  form 
of  exercise  among  .seniors.  Exercising  in 
water  provides  an  excellent  cardiovascular 
workout  as  well  as  toning  of  the  arm,  leg, 
back,  and  abdominal  muscles. 


i 


vacuuming  to  almost  any  sport  (even  golf — ^without  the  cart).  Physical  fit- 
ness is  not  necessarily  the  same  as  level  of  habitual  activity,  but  usually 
the  two  are  closely  related. 

From  head  to  toe:  exercise  versus  aging 

There  is  a  close  physiological  parallel  betw^een  traditional  aging  and 
chronic  sedentariness  (at  any  age).  The  advancing  years  typically  lead  to 
deteriorations  in  all  the  functions  that  are  listed  in  the  table  (see  page  140), 
producing  the  stereotypical  "old"  person:  weak,  arthritic,  osteoporotic,  hard 
of  hearing.  Exercise  clearly  opposes  the  first  group  of  adverse  changes. 
The  protective  and  perhaps  restorative  potential  of  exercise  in  these  vari- 
ous areas  is  a  matter  of  great  importance  to  billions  of  people  who  are 
moving  inexorably  toward  older  age.  At  present,  there  is  little  evidence 
to  suggest  a  clearly  beneficial  role  for  exercise  in  the  second  group — 
perhaps  because  of  the  very  gradual  onset  of  these  conditions,  perhaps 
because  few  controlled  studies  have  tieen  conducted  to  investigate  these 
aging-affected  functions. 

The  cardiovascular  system.  The  elimination  of  cardiovascular  disease 
would  probably  have  a  major  effect  on  life  expectancy  from  birth,  far 
exceeding  that  following  the  elimination  of  any  other  disease.  A  lifetime  of 
regular  activity,  in  particular  aerobic  sports — such  as  cycling,  brisk  walking, 
swimming,  jogging,  or  cross-country  skiing — typically  results  in  a  65-year- 
old  with  a  relatively  big  (but  not  enlarged)  heart,  supplied  by  wide,  open 
coronary  arteries;  a  large  stroke  volume  (volume  of  blood  pumped  by  one 
beat  of  the  heart);  a  large  cardiac  output  (volume  of  blood  pumped  per 
minute);  a  low  resting  heart  rate  (an  efficient  heart  needs  to  beat  less 
quickly  at  rest);  and  an  average  or  modestly  increased  maximal  heart  rate 
(heart  rate  when  the  body  is  working  at  maximum  capacity).  All  of  these 
features  of  the  fit,  elderly  heart  are  advantageous  for  robust  good  health, 
and  with  continued  exercise  they  can  be  preserved  to  a  considerable 
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extent  as  the  years  pass.  Older  people  who  have  not  exercised  for  many 
years  can  also  considerably  improve  cardiac  output  and  resting  pulse  rate 
by  gradually  increasing  their  exercise  level,  although  they  are  unlikely  to 
approach  the  cardiac  function  of  the  lifelong  exerciser. 

Abnormally  high  pressure  vi/ithin  the  vascular  system  (hypertension)  is 
very  prevalent  in  the  elderly  and  is  an  important  risk  factor  for  coronary 
heart  disease  and  stroke.  Fit  older  people  tend  to  have  low/er  resting  blood 
pressures,  and  they  benefit  particularly  from  lower  blood  pressures  when 
under  physical  or  emotional  stress.  Exercise  contributes  to  lower  blood 
pressure  in  part  by  facilitating  weight  control.  Several  studies  suggest  that 
the  risk  of  developing  high  blood  pressure  later  in  life  is  reduced  in  those 
who  are  physically  active.  Many  studies  have  shown  that  adopting  an 
exercise  program  results  in  reduced  resting  and  exercise  blood  pressures 
in  both  normotensives  (those  with  blood  pressure  in  the  norma!  range)  and 
hypertensives,  especially  where  weight  loss  occurs.  The  extent  to  which 
blood  pressure  is  lowered  by  a  combination  of 'exercise  and  weight  loss 
in  many  cases  is  comparable  to  that  obtained  by  treatment  (for  life)  with 
potent  antihypertensive  drugs. 

The  composition  of  the  blood  circulating  within  the  vascular  system  is 
affected  by  exercise  level  and  adiposity.  The  concentrations  of  the  choles- 
terol-containing particles,  low-density  lipoproteins  (LDL)  and  high-density 
lipoproteins  (HDL),  are  very  strongly  related  to  the  risk  of  coronary  heart 
disease  in  the  elderly.  Adoption  of  regular  exercise,  often  accompanied 
by  weight  loss,  increases  levels  of  HDL-cholesterol  ("good"  cholesterol), 
thus  substantially  reducing  the  risk  of  heart  attack  in  later  years.  Regular 
exercisers  can  take  comfort  in  the  knowledge  that  they  are  exposing  their 
vulnerable  coronary  arteries,  year  in  and  year  out,  to  "friendly  blood." 

Finally,  regular  exercise  has  another,  less-often-mentioned  cardiovascu- 
lar advantage;  exercisers  tend  not  to  smoke.  There  is  evidence  that  becom- 
ing physically  active  often  leads  to  reduction  or  abandonment  of  smoking. 
The  health  advantages  become  strikingly  apparent  as  the  exerciser  ages 
and  is  much  less  prone  to  the  "tobacco  diseases" — emphysema,  chronic 
bronchitis,  and  lung  and  mouth  cancers,  as  well  as  heart  disease. 

Body  composition.  A  striking  and  important  consequence  of  regular 
activity  is  its  salutary  effect  on  body  composition.  Avoidance  of  obesity 
(too  much  fat — an  excess  that  is  measured  as  a  percentage  of  total  body 
weight)  is  very  important  for  an  enjoyable  older  age  because  it  improves 
mobility  and  self-image,  reduces  risk  of  heart  disease  and  certain  cancers, 
and  reduces  the  burden  of  arthritis.  Preservation  of  as  much  muscle  mass 
as  possible  with  advancing  age  helps  to  retain  strength,  which  in  turn  al- 
lows the  older  person  greatly  improved  mobility  and  independence.  Many 
studies  have  shown  that  to  a  considerable  degree  regular  activity  offsets 
the  "creeping  obesity"  that  typically  accompanies  aging;  people  slowly  put 
on  fat  as  they  age  because  they  voluntarily  curtail  their  activities  but  fail  to 
compensate  by  eating  less.  There  is  some  evidence  that  exercise  is  par- 
ticularly helpful  in  reducing  fat  in  the  abdominal  region,  known  as  central 
or  abdominal  obesity  or  "apple-shaped"  obesity,  which  medical  scientists 
now  know  is  associated  with  heart  disease  and  diabetes. 
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Researcher  Maria  A.  Fiaiarone  of  Tufts 
University's  Human  Nutrition  Research 
Center  on  Aging  works  with  92-year-old 
nursing  home  resident  Dorothy  Tishler,  one 
of  10  frail  nonagenarians  who  took  pari 
in  an  eight-week  program  of  high-intensity 
strength  training.  A  pretraining  computed 
tomography  scan  of  the  thigh  of  a 
participant  in  the  study  (belowf  reveals 
large  amounts  offal  (red)  under  the  skin 
and  between  muscle  fibers;  typical  of 
advanced  age,  the  proportion  of  muscle 
(yellow)  is  only  40-50%  (compared  with 
the  80-90%  that  woidd  be  seen  in  a 
healthy  young  person).  In  the  posltraining 
scan  of  another  subject  (bottom),  an 
increase  in  mu.scle  mass  of  about  10%  was 
seen — a  gain  associated  with  measurable 
improvement  in  both  strength  and  function. 


Loss  of  muscle  protein  typically  occurs  with  aging  and  can  be  very  pro- 
nounced in  people  aged  80  and  beyond.  Yet  in  active  old  people,  muscle 
mass  seems  to  be  relatively  preserved.  In  an  important  recent  study  by 
Maria  A.  Fiatarone,  William  J.  Evans,  and  colleagues  from  the  U.S.  Depart- 
ment of  Agriculture  Human  Nutrition  Research  Center  on  Aging  at  Tufts 
University  in  Boston,  10  frail,  institutionalized  men  and  women,  averaging 
90  years  of  age,  took  part  in  an  eight-week  program  of  high-intensity  re- 
sistance training  of  the  leg  muscles.  Strength  increased  by  174%;  muscle 
area,  measured  by  a  computed  tomography  (CT)  scan,  increased  by  9%; 
and  mobility  substantially  improved.  Two  participants  who  had  previously 
relied  on  canes  for  walking  were  able  to  dispense  with  them  after  the 
training  program.  Strength  training  has  also  been  shown  to  reduce  the 
frequency  of  falls  and  consequent  fractures  that  are  common  in  older 
persons  owing  to  muscle  decline  and  weakness  in  the  lower  extremities. 

Ability  to  walk,  run,  swim,  or  cycle  depends  partly  on  the  condition  of 
the  cardiovascular  system  but  also  on  the  ability  of  the  muscles  to  use 
the  oxygen  and  nutrients  supplied  to  them.  Training  muscles  by  regular, 
appropriate  use  will  often  dramatically  improve  the  performance  of  tffe  frail 
elderly  in  spite  of  the  presence  of  multiple  chronic  diseases;  it  will  also 
preserve  the  physical  abilities  of  the  elderly  who  are  fit. 

The  "deadly  quartet."  The  grouping  of  four  disorders  v^ithin  the  same 
individual,  named  the  "deadly  quartet"  by  physician  Norman  M,  Kaplan 
at  the  University  of  Texas  Southwestern  Medical  Center,  is  particularly 
common — and  ominous — in  elderly  people;  obesity  (especially  in  the  ab- 
dominal region),  high  blood  pressure,  blood  lipid  disturbances  (high  levels 
of  LDL-cholesterol  and  triglycerides  and  low  HDL-cholesterol),  and  insulin 
resistance  (i.e.,  impaired  insulin  activity  that  causes  the  pancreas  to  secrete 
more  insulin,  leading  to  high  circulating  insulin  levels).  Those  afflicted  with 
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h  is  now  quire  evident  that  with  proper 

maintenance  the  bones  and  joints  can  last 

a  lifetime,  as  Kathleen  Goddard  Jones 

(right)  can  attest.  A  devoted  conservationist 

and  an  active  member  of  the  Sierra 

Club,  Jones  has  been  hiking  California 's 

Nipomo  Dunes  for  more  than  30  years, 

and  she  has  no  intention  of  giving  up  her 

passion  for  exploring  the  rugged  terrairL 

Studies  have  shown  thai  years  of  walking 

or  jogging  do  not  promote  osteoarthritis 

of  the  knee.  Moreover  the  gravitational 

and  bone-compressing  stimulation  of 

weight-bearing  exercise  can  help  stave 

off  osteoporosis  (loss  of  bone  rrmss)  and 

consequent  fractures,  which  take  such 

a  huge  toll  on  the  elderly — especially 

on  women.  Women  also  need  adequate 

calcium  and  replacement  of  estrogen 

after  menopause  to  protect  their  bones, 

but  exercise  is  probably  an  equally  crucial 

preventive  measure. 


all  four  of  these  common  conditions  are  at  greatly  increased  risk  of  coronary 
fieart  disease,  stroke,  and  non-insulin-dependent  diabetes  mellitus  (type  II, 
or  adult-onset  diabetes).  Of  course,  one  could  (and  physicians  frequently 
do)  treat  the  hypertension  with  one  or  several  drugs,  the  lipid  disorder 
with  other  drugs,  and  the  diabetes  with  still  others.  As  Kaplan  points  out, 
however,  there  is  one  therapy  that  will  improve  and  often  prevent  all  four 
conditions — regular  exercise. 

Bones  and  joints.  Osteoporosis  (thinning  of  the  bones)  with  consequent 
fractures,  especially  in  women,  and  arthritis  of  the  joints  in  both  sexes  are 
also  particularly  common  afflictions  of  the  elderly.  In  women  over  50  who 
have  run  or  jogged  regularly  for  exercise,  bone  density  of  the  backbone 
appears  to  be  greater  than  in  sedentary  controls.  There  is  also  evidence 
that  jogging  or  a  program  of  brisk,  regular  walking  will  partially  reverse 
osteopxDrosis.  The  gravitational  and  bone-compressing  stimuli  of  regular 
aerobic  exercise  probably  combat  the  progressive  loss  of  bone  mass  that 
is  so  often  seen  with  aging.  An  adequate  supply  of  dietary  calcium  and 
replacement  of  estrogen  around  and  beyond  menopause  are  eilso  very 
important  preventive  measures. 

Osteoarthritis  is  a  painful,  debilitating,  poorly  understood  disease  that 
afflicts  some  16  million  Americans,  mostly  over  age  55.  The  disease  results 
from  the  degradation  of  cartilage,  which  cushions  tx)nes;  the  areas  most 
often  affected  are  hands,  feet,  hips,  and  knees.  Although  the  problem  may 
be  promoted  by  rough  contact  sports  played  in  earlier  years,  many  years 
of  nontraumatic  running  or  walking  apparently  do  not  lead  to  osteoarthritis. 
It  is  increasingly  clear  that  joint  pain  and  stiffness,  and  the  increasing 
debilitation  that  accompanies  them,  can  be  alleviated  or  prevented  with 
the  regular  performance  of  sequences  of  carefully  designed  exercises  that 
increase  joint  mobility. 
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Cancer.  This  is  a  collection  of  diseases  with  causes  that  are  well  under- 
stood in  some  cases  (e.g.,  cigarette  smoking  in  lung  cancer)  but  unclear 
in  others.  Older  individuals  are  by  far  its  most  frequent  victims.  People 
who  are  active  in  sports  and  other  regular  exercisers  who  have  rejected 
smoking  have  a  great  advantage.  Moreover,  there  is  some  evidence,  which 
urgently  needs  further  investigation  and  confirmation,  that  regular  activity 
IS  associated  with  a  reduced  incidence  of  breast  cancer  in  women  and  of 
colon  cancer  in  men.  The  study  by  Blair  showed  clearly  that  physically  fit 
men  and  women  develop  cancer  (all  types  combined)  at  a  lower  rate  than 
their  unfit  counterparts.  On  the  other  hand,  there  is  reason  to  believe  that 
active  older  people  who  exercise  regularly  outdoors  may  have  increased 
rates  of  skin  cancer.  Therefore,  suitable  precautions  (liberal  use  of  sun- 
screens, protective  clothing,  etc.)  should  be  taken. 

Depression,  anxiety,  and  self-perception.  In  an  age  when  life  stresses 
are  ubiquitous  and  anxiety  and  depression  all  too  common,  the  Latin 
adage  mens  sana  in  corpora  sano  ("a  healthy  mind  in  a  healthy  body") 
is  particularly  relevant.  Lessening  of  anxiety  and  depression  has  been 
reported  in  numerous  studies  of  both  "normal"  and  mildly  to  moderately 
anxious  and  depressed  older  individuals  who  exercised  regularly — walking, 
running,  doing  calisthenics,  or  participating  in  other  aerobic  activities — as 
compared  with  nonexercising  controls.  Moreover,  running  has  been  found 
to  be  at  least  as  effective  as  psychotherapy  in  the  treatment  of  "moder- 
ate" depressions. 

There  is  a  school  of  thought  holding  that  the  "appropriate"  apptbach  to 
treating  depression  in  the  elderly  is  medication  along  with  activities  such 
as  sitting  quietly,  reading,  and  playing  sedentary  games  and  that  the  more 
demanding  types  of  exercise  are  unsuitable  for  many  older  people.  Yet 
investigators  have  repeatedly  commented  on  the  increased  sense  of  well- 
being  and  improved  self-perception  shown  by  elderly  graduates  of  more 
vigorous  exercise  programs.  The  release  of  endorphins,  or  "natural  opi- 
ates," into  the  bloodstream  occurs  with  higher  intensity  exercise  and  may 
account  for  the  often-reported  euphoria  ("runner's  high")  sometimes  ex- 
perienced during  endurance  activities.  Certainly,  in  many  cases,  exercise, 
with  all  its  other  health  benefits,  would  be  of  greater  value  to  older  people 
than  commonly  prescribed  antidepressant  and  antianxiety  drugs. 
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The  notion  that  exercise  is  good  medicine 
is  certainly  not  new  to  Jack  La  Lanne. 
In  1936  he  opened  America 's  first  known 
fitness  studio  in  Oakland,  California. 
In  1951,  long  before  there  was  a  fitness 
boom,  he  began  his  daytime  television 
show  promoting  the  benefits  of  daily 
systematic  exercise:  from  the  start,  he 
advocated  strength  training  for  men  and 
women — including  seniors.  His  half-hour, 
five-day-a-week  workouts  were  immensely 
popular  among  his  viewers;  the  syndicated 
program  was  carried  on  200  stations 
nationwide  and  remained  on  the  air  for  26 
years.  Now  in  his  seventies  and  appearing 
filter  than  most  men  a  third  his  age.  La 
Lanne,  who  has  been  called  the  "Oral 
Roberts  of  sweat "  and  the  'fitness  king, " 
is  a  testament  to  the  rewards  of  a  lifetime 
of  exercise. 
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Memory  and  the  senses.  Falling  memory,  hearing,  vision,  taste,  and 
smell  are  all  hallmarks  of  advancing  age.  Although  there  is  some  evidence 
that  short-term  memory,  reaction  time,  and  cognitive  function  (ability  to 
reason  and  solve  problems)  are  improved  by  exercise,  much  research 
remains  to  be  done  in  this  potentially  important  area. 

Superfit  seniors:  shattering  stereotypes 

Years  of  active  living  should,  if  these  benefits  of  exercise  are  real,  result  in  a 
fit  elderly  (jerson.  Not  so  long  ago,  the  summit  of  Mt.  Everest  had  not  been 
reached,  and  the  four-minute  mile  had  not  been  run.  When  indeed  those 
feats  were  first  achieved,  it  was  by  the  young  and  superbly  athletic.  By 
1991 .  however.  Everest  had  been  scaled  by  a  number  of  very  hearty  senior 
climbers.  In  1983  Americans  Dick  Bass  and  Frank  Wells  conquered  the 
"Seven  Summits" — the  highest  points  on  each  of  the  continents,  including 
Everest — when  both  were  in  their  fifties.  In  1987,  at  age  91,  Hulda  Crooks 
became  the  oldest  woman  to  climb  Mt.  Fuji  in  Japan. 

A  glance  through  the  age-group  record  books  for  track  and  field  quickly 
shatters  the  stereotype  and  the  media-conditioned  perception  of  the  elderly. 
Mavis  Undgren  completed  her  52nd  marathon  (42  kilometers  [26.1  miles]) 
in  5  hours  31  minutes  at  the  age  of  81;  she  ran  her  first  race  at  age  70. 
And  how  many  cavalierly  "fit"  young  people  could  imagine  competition  in 
the  pole  vault?  Yet  Carol  Johnston  came  safely  to  earth  in  the  75-79-year- 
old  division  in  the  1991  U.S.  Masters  indoor  championships  after  clearing 
2.5  meters  (8  feet  4  inches). 

In  1989  in  St.  Louis,  Missouri,  3,500  athletes  aged  55  and  up  competed 
in  the  biennial  United  States  National  Senior  Olympics  (now  officially  named 
National  Senior  Sports  Classic),  an  event  begun  in  1987  to  promote  senior 
citizen  fitness  and  health.  The  14  sports  ranged  fi^om  archery  to  volleyball. 


New  Zealamicr  Derek  TumbuU  has  been 

running  for  over  half  a  century.  Although 

he  claims  he  does  not  run  for  medaLi 

or  records — only  for  "the  pure  fun  "  arul 

the  "camaraderie  of  it " — he  continues  to 

break  world  records  for  his  age  group  in 

competitions  around  the  world.  What  is 

remarkable  about  TumbuU  is  thai  he  has 

declined  very  little:  in  his  sixties  he  comes 

close  to  matching  some  of  the  best  times 

that  he  set  as  a  20-year-old.  TumbuU 

attributes  his  incredible  stamina  largely  to 

his  daily  work  on  his  sheep  farm;  a  typical 

workday  is  15  hours  of  hard  physical  labor. 

Indeed,  tossing  a  57-kilogram  (125-pound) 

ewe  over  a  fence  is  no  mean  feat. 


photographs,  tan  Cooper 
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The  oldest  male  contestant  was  91 ,  the  oldest  female  87,  but  perhaps  the 
most  unusual  participant  was  a  64-year-old  Dominican  nun  from  Colorado 
who  completed  the  five-kilometer  race  walk  in  her  habit.  About  15,000  older 
athletes  qualified  to  compete  in  the  Sports  Classic  held  in  Syracuse,  New 
York,  in  the  summer  of  1991.  Another  competition  held  every  other  sum- 
mer is  the  World  Veterans  Championships,  which  showcases  thousands 
of  older  runners  in  both  short-  and  long-distance  events;  Derek  Turnbull, 
aged  63,  a  sheep  farmer  from  New  Zealand,  won  six  gold  medals  in  the 
1989  championships  in  Eugene,  Oregon. 

Do  the  amazingly  durable  participants  in  these  senior  athletic  compe- 
titions have  a  built-in  genetic  advantage?  Probably.  What  proportion  of 
their  prowess  do  they  owe  to  healthy  living,  training,  and  determination? 
Undoubtedly,  most  of  it!  While  such  excellent  specimens  do  not  prove  that 
everyone  can  retain  remarkable  function  and  performance  into  old  age, 
they  do  demonstrate  that  it  is  possible  for  some,  and  that  probably  millions 
more  need  not  "lose  it"  as  they  get  on  in  years. 

Running  for  health,  fun,  and  research 

Ruminations  of  this  kind  led  entrepreneur  Ibrohim  Clark  to  found  the  Fifty- 
Plus  Runners  Association,  based  at  Stanford  University,  in  1980.  Currently 
2,000  strong,  with  members  from  all  over  the  United  States  and  many  for- 
eign countries,  the  association  is  primarily  devoted  to  the  long-range  study 
of  the  effects  of  running  on  health,  disability,  and  longevity.  Members  par- 
ticipate in  scientific  research  that  has  been  published  in  medical  journals 
and  that  contributes  to  the  knowledge  of  the  effects  of  regular  exercise  on 
health.  Fifty-Plus  members  have  been  eager  volunteers  in  controlled  stud- 
ies, which  recently  have  shown  that  male  and  female  runners  aged  50  and 
above  have  a  very  healthy  mental  outlook,  enjoy  greater  bone  density  of  the 
vertebrae  than  sedentary  controls,  and  do  not  have  excessive  osteoarthritis 
of  the  knee.  Women  runners  in  the  association  recorded  higher  calorie 
consumption  (and  better  calcium  intakes)  than  sedentary  women  yet  were 
much  slimmer.  The  potential  negatives  of  vigorous  exercise  participation 
that  are  currently  being  investigated  are  a  higher  incidence  of  skin  cancers 
(older  exercisers  often  accumulate  a  lot  of  exposure  to  sunlight)  and  kidney 
stones  (they  also  can  become  somewhat  dehydrated  in  hot  weather). 

The  association  holds  an  annual  dinner  meeting  and  race  (although  it 
is  not  primarily  a  competitive  club).  In  1991  members  were  particularly 
pleased  to  welcome  as  guest  of  honor  the  68-year-old  Emil  Zatopek, 
perhaps  the  greatest  runner  who  ever  lived;  in  the  1952  Olympics,  the 
Czechoslovak  champion  won  gold  medals  in  the  5,000-meter,  10,000- 
meter,  and  marathon  events.  The  race  on  the  next  day  saw  over  200  men 
and  women  aged  50  to  80  cover  eight  kilometers  (five  miles)  around  the 
Stanford  campus  during  unexpected  thundershowers.  Splashing  through 
puddles  to  the  finish — to  strains  of  the  "Battle  Hymn  of  the  Republic" — was 
an  experience  participants  would  not  have  missed.  As  one  runner,  Margaret 
Mason,  wrote  in  the  Washington  Post,  "Speed  isn't  what  mattered.  Ours 
were,  I  knew,  the  footprints  of  the  future.  Someday  that  Sunday  morning 
scene  of  a  bunch  of  old  men  and  women  running  down  the  street  will  not 
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Paul  Spongier,  90,  and  Sister  Marion 
In'ine.  59,  members  of  the  Fifty-Plus 
Runners  Association,  run  not  only  for 
camaraderie,  fitness,  and  fun  but  also  for 
science.  The  association 's  approximately 
2,000  members  are  frequent  participants  in 
research  on  exercise  and  aging.  In  the  past 
decade  dedicated  Fifty- Plusers,  along  with 
nonexercising  matched  controls,  have  been 
subjects  in  long-range  studies  evaluating 
the  effects  of  running  on  bone  density, 
joint  presen'atiori,  body  composition,  and 
mental  outlook. 
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be  unusual.  We  were — and  are — role  models  for  the  years  to  come,  maybe 
not  for  lengtti  of  life,  but  certainly  for  quality." 

Proper  exercise  for  seniors 

Medically  sound  activities  for  people  in  tfieir  advanced  years  w/ill  cover  a 
very  wide  spectrum  of  type  and  intensity;  virtually  all  experts  would  agree 
tfiat  some  type  of  regular  activity  is  likely  to  be  beneficial  to  all  older 
people.  Even  frail  nonagenarians,  often  institutionalized,  can  benefit  from 
fiigh-intensity  strength  training,  as  Fiatarone,  Evans,  and  colleagues  have 
demonstrated.  Other  studies  have  shown  that  chronically  sick  older  people 
with  arthritis,  hypertension,  heart  disease,  lung  disease,  and  diabetes  can 
benefit  from  moderate-intensity  exercise. 

For  the  considerable  proportion  of  older  people  who  have  a  known  dis- 
ease or  are  obese,  a  physician's  approval  and  supervision  of  an  exercise 
program  are  essential.  Current  medication  use  must  also  be  considered, 
and  sometimes  dosages  may  need  to  be  altered  with  increased  activity 
levels.  Even  those  in  apparently  excellent  health  should  keep  their  physi- 
cian informed  of  their  exercise  habits.  Some  physicians  will  carry  out  tests 
that  can  indicate  the  appropriate  type  and  intensity  of  exercise  that  is  best 
for  the  individual. 

Quite  unfortunately,  many  physicians  shy  away  from  recommending 
some  sort  of  exercise  to  their  older  patients,  perhaps  because  they  are 
not  familiar  with  the  recent  evidence  of  the  health  advantages  of  exer- 
cise for  the  elderly  (this  is  not  a  major  topic  in  the  curricula  of  medical 
schools).  Such  reluctance  may  be  partly  for  fear  of  untoward  results  (falls, 
muscular  injuries)  with  possible  malpractice  suits,  or  it  may  be  because  of 
unenlightened  beliefs  that  sedentariness  and  frailty  are  "normal"  states  for 
seniors  and  that  drugs  are  the  appropriate  and  expected  treatment,  t^lost 


/(  is  often  assumed  thai  it  is  loo  late  for 

people  of  very  advanced  age,  especially 

those  with  impaired  mobility  and  chronic 

illness,  to  benefit  from  exercise.  In  fact, 

it  has  recently  been  shown  that  with  a 

pro-am  of  progressive  strength  training. 

even  nonambulatory,  institulionalized 

individuals  in  their  9th  and  lOth  decades  of 

life  are  able  to  reverse  muscle  atrophy  and 

significantly  improve  their  overall  physical 

functioning.  Exercise  that  strengthens  upper 

body  muscles  and  stimulates  circulation 

is  routine  for  wheelchair-bound  residents 

of  a  Hartford,  Connecticut,  nursing  home. 

Group  bowling  is  not  only  a  social  event 

for  this  group  but  physical  therapy. 


James  H  Karales— Peler  Arnold,  Inc 
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Unquestionably,  exercise  influences  how 
people  age  and  what  level  of  function 
they  retain.  In  addition  to  having  fewer 
life-threatening  and  debilitating  diseases, 
those  who  maintain  physical  fitness  into 
their  later  years  reap  another  reward: 
psychological  health.  Numerous  studies 
suggest  that  exercisers  are  less  likely  than 
iheir  unfit  counterparts  to  experience 
depression,  are  better  able  to  cope 
with  stress,  have  less  anxiety,  are 
self-confident,  and  have  a  manifestly 
brighter  outlook  on  life. 


regrettable  of  all,  many  physicians  assume  that  it  is  "too  late"  for  their  60-, 
70-,  and  80-year-old  patients  to  benefit  from  exercise,  when,  in  fact,  they 
are  the  very  patients  who  could  benefit  most. 

Although  increased  physical  activity  promises  many  benefits — strong 
bones,  efficient  and  well-toned  muscles,  ideal  body  weight,  cardiovascular 
endurance,  and  mental  well-being,  to  name  a  few — the  dropout  rate  of 
older  people  from  exercise  programs  is  high.  The  elderly  person  who  has 
been  sedentary  for  decades  needs  assurance,  encouragement,  and  follow- 
up.  The  physician  seldom  has  the  time,  skills,  or  enthusiasm  for  attending 
to  the  task  of  improving  fitness  in  elderly  patients.  Needed  are  readily  avail- 
able services — e.g.,  a  network  of  centers  capable  of  providing  appropriate, 
progressive  exercise  programs  for  large  numbers  of  elderly  people.  Such  a 
system  would  put  "exercise  therapy"  at  the  disposal  of  the  busy  physician, 
just  as  cardiac  rehabilitation  and  physiotherapy  services  are. 

Those  sedentary  older  people  who  are  contemplating  starting  their  own 
exercise  program  should  check  with  their  medical  adviser,  consider  op- 
tions and  make  a  suitable  choice  of  an  exercise  program  or  type  of  activity 
that  they  are  likely  to  stick  with;  start  very  slowly  and  progress  gradually, 
exercise  at  an  intensity  that  seems  moderate,  back  off  if  anything  hurts 
(exercise  at  all  ages  should  be  enjoyable,  not  painful),  and  find  an  exercise 
companion  (mutual  support  can  make  all  the  difference). 

Implications  beyond  the  individual 

Some  12%  of  the  U.S.  gross  national  product  is  spent  on  health  care.  Yet 
the  last  third  of  most  Americans'  lives  is  often  beset  with  illness  and  failing 
function  to  such  a  degree  that  younger  people  frequently  fear  growing  old; 
they  cannot  bear  to  picture  themselves  at  that  stage  of  life.  It  is  still  widely 
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assumed  that  the  last  20-30  years  of  life  are  a  time  of  declining  function, 
when  people  no  longer  have  the  ability  or,  perhaps,  even  the  desire  to  live 
productively  and  vigorously.  The  inability  of  modern  health  care  systems 
to  get  most  people  to  the  threshold  of  maturity  in  a  reasonably  robust 
condition  must  be  considered  a  very  serious  failing. 

In  Tom  Stoppard's  Rosencrantz  and  Guildenstern  Are  Dead,  Rosencrantz 
says,  "For  all  the  compasses  in  the  world,  there's  but  one  direction,  and 
time  is  its  only  measure."  People  have  been  granted  30  extra  years  of 
life  but  not  30  extra  years  of  youth.  Nonetheless,  there  is  a  way  to  make 
those  bonus  years  productive  and  enjoyable — and  exercise  may  be  its  only 
measure.  There  is  much  wisdom  to  be  gained  from  considering  the  data 
that  suggest  that  exercise  affords  important  social,  economic,  and  public 
health  benefits  for  the  huge  aging  population. 

Younger  people  must  realize  that,  to  a  considerable  degree,  they  are 
individually  responsible  for  arriving  at  age  65  in  good  shape.  Bortz  has 
said,  "Aging  is  a  self-fulfilling  prophecy.  .  .  .  We  prescribe  .  .  .  what  we  are 
to  become."  Doctors,  drugs,  hospitals,  and  medical  devices  have  to  do 
with  illness.  Eating  properly,  exercising,  and  refraining  from  smoking  have 
to  do  with  vitality. 

In  September  1990  the  U.S.  Department  of  Health  and  Human  Services 
released  the  report  Healthy  People  2000,  which  established  national  health- 
promotion  and  disease-prevention  goals.  The  number  one  "priority  area" 
on  a  list  of  22  was  "physical  activity  and  fitness."  In  practice,  however, 
much  remains  to  be  done  to  motivate  people  to  give  regular  exercise  a 
prominent  place  in  their  lives — especially  in  an  era  when  the  automobile 
heis  dramatically  reduced  the  opportunities  for  people  to  move  about  under 
their  own  steam.  Schools  need  to  reestablish  regular  periods  of  exercise 
of  a  sensible,  enjoyable,  and  usable  sort  that  will  inspire  young  people  to 


The  surf  is  still  up  for  76-year-old  Lorrin 

Harrison.  Neither  the  passing  years  nor 

a  quintuple  coronary  bypass  operation 

could  keep  "Whitey, "  as  he  is  known  by 

his  friends,  off  a  surfboard.  Harrison  was 

one  of  the  original  southern  California 

"beach  boys, "  who  discovered  the  thrill  of 

riding  the  waws  over  half  a  century  ago, 

long  before  surfing  as  a  sport  became  chic 

or  popular. 
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TTie  elderly  are  not  a  small  group  anymore, 
and  their  numbers  will  vastly  increase 
as  continuing  advances  in  medicine  and 
surgery  further  reduce  the  impact  of  many 
previously  debilitating  conditions.  The 
extra  years  of  life  people  have  been  granted 
more  often  than  not  can  be  lived  out  in 
vibrant  good  health  by  those  who  devote 
themselves  to  remaining  active  rather  than 
settling  in'o  a  sedentary  old  age.  Exercise 
does  not  preclude  all  physical  decline,  but  it 
promises  that  declines  will  be  less  extensive 
and  cause  less  incapacitation.  Perhaps 
the  greatest  present  challenge  is  to  bring 
exercise  to  the  "rest  home, "  where  the  last 
thing  residents  need  is  rest! 


remain  active  throughout  lite;  the  present  emphasis  on  competitive  team 
sports  does  not  promote  lasting  involvement  that  the  majority  can  benefit 
from. 

In  June  1990  Helen  Klein  ran  over  175  kilometers  (109  miles)  in  24  hours 
in  the  Western  States  race — at  age  68.  In  August  1990  Paul  Spangler  at  91 
won  the  5,000-meter  race  at  the  Athletic  Congress  Master  Track  Meet;  Bortz 
has  predicted  that  Spangler  will  be  the  first  marathon-running  centenarian. 
Such  feats  are  remarkable,  but  the  benefits  can  also  be  considerable 
from  much  less;  indeed,  a  large  proportion  of  elderly  people  could  derive 
substantial  health  benefits  from  a  brisk  half-hour  walk  every  day.  A  change 
in  society's  attitude  toward  older  people's  exercising  is  certainly  long  over- 
due. In  fact,  the  provision  of  suitable  exercising  areas  should  be  as  much 
on  the  minds  of  architects  and  planners  considering  the  future  housing 
needs  of  the  rapidly  aging  population  as  are  wheelchair  access  and  bridge 
rooms.  "Exercise  is  medicine '  is  a  great  slogan,  borne  out  by  mountains 
of  research.  Is  it  so  radical  to  propose  that  the  costs  of  exercise  programs 
for  older  people  be  reimbursed  by  health  insurance  providers,  just  as  drug 
and  doctor  bills  are? 

Perhaps  the  greatest  immediate  challenge  is  to  bring  exercise  to  the 
"rest  home."  The  last  thing  that  Institutionalized  elderly  people  need  is 
more  rest!  The  idea  of  "Grandma  lifting  weights"  may  seem  humorous  and 
incongruous,  yet  studies  show  that  exercise  not  only  is  acceptable  but  can 
do  wonders  for  the  relative  independence  and  mobility  of  old  people — 
even  90-year-olds— who  all  too  frequently  live  lives  of  sedentary,  medicated 
survival  against  a  backdrop  of  game  shows  and  soap  operas. 
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Mr.  HOAGLAND.  My  concern,  Madam  Secretary,  is  whether  the 
administration  has  done  everything  possible  to  build  incentives 
into  the  problem  to  encourage  people  to  take  care  of  themselves, 
but  ultimately  Americans  have  to  be  responsible  for  their  own  care. 
And  I  am  wondering,  for  instance,  if  the  legislation  gives  providers 
the  flexibility  to  offer  plans  that  contain  discounts  for  healthful  be- 
haviors as  people  can  buy  in  the  market  today  and  other  measures 
that  could  be  taken  to  put  as  much  responsibility  on  individuals  as 
possible  to  be  responsible  with  their  own  health? 

Secretary  Shalala.  We  certainly,  as  part  of  our  prevention  effort, 
were  focused  very  much  for  the  first  time  on  making  certain  that 
our  citizens  understand  that  their  responsibility  as  part  of  this 
health  care  effort  is  to  take  every  step  they  can  in  terms  of  reduc- 
ing risky  behavior,  but  more  importantly,  getting  their  kids  in  for 
immunization  and  making  sure  that  there  is  healthy  baby  care  and 
prenatal  care  and  mammograms.  We  have  not  deviated  from  hav- 
ing the  same  comprehensive  benefit  package  for  everyone. 

We  do  believe  that  there  are  incentives  for  companies  themselves 
to  continue  their  wellness  programs  because  their  workers  are 
more  efficient,  they  take  fewer  days  off  and  obviously  in  the  long 
run,  that  will  help  the  economic  situation  of  that  particular  busi- 
ness. So  there  are  economic  incentives  there.  In  addition  to  that, 
we  do  intend  to  upgrade  and  to  provide  leadership  in  the  public 
health  area  to  do  everything  we  can  to  reduce  risky  behavior  of  a 
variety  of  different  kinds. 

So,  at  three  levels,  I  think,  without  actually  changing  the  dimen- 
sions of  the  plan,  we  are  quite  focused. 

Mr.  HoAGLAND.  And  we  can  discuss  some  of  the  details  in  the  fu- 
ture, too? 

Secretary  Shalala.  Yes. 

Mr.  HOAGLAND.  Because  I  think  as  much  activity  on  this  front 
as  possible,  the  better  we  will  all  be  in  the  long  run. 

The  other  subject  I  wanted  to  visit  with  you  about  is  the  provi- 
sion to  have  the  Federal  Government  pick  up  the  cost  of  medical 
benefits  for  retirees,  early  retirees.  You  know,  since  the  only  new 
revenue  evidently  will  be  the  cigarette  tax,  it  seems  to  me  we  have 
to  be  extremely  concerned  about  cost,  and  that  we  shouldn't  as- 
sume any  obligations  associated  with  the  basic  plan  unless  we  ab- 
solutely have  to,  and  we  ought  to  require  a  very  high  burden  of 
proof  before  assuming  any  additional  obligations. 

I  am  concerned  about  the  proposal  to  pick  up  80  percent  of  the 
cost  of  health  coverage  for  middle-  and  low-income  people  who  re- 
tire early.  And  I  have  the  criteria  here,  but  I  would  rather  not  set 
them  out.  People  have  to  be  between  55  and  65  and  they  have  to 
have  worked  30  years  and  have  earned  income  between — well,  the 
point  is  I  am  not  sure  that  it  is  relevant  to  the  retirement  problem 
because  the  plan  is  going  to  be  provided  whether  the  government 
picks  it  up  or  the  company  picks  it  up.  And  I  am  concerned  about 
the  regressiveness  of  the  program,  your  shifting  the  obligation  onto 
the  population  generally. 

Third,  it  is  the  creation  of  kind  of  a  subentitlement  program  for 
retirees.  And  the  history  of  all  entitlement  programs,  of  course,  is 
that  they  get  wildly  more  expensive  than  originally  expected  and 
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that  the  benefits  can  never  be  taken  away  or  shaved  down  once 
they  are  panted. 

And  I  just  wonder  if  there  is  any  real  sound  reason  for  doing 
that.  I  am  not  sure  I  fully  understand  why  it  is  we  should  take  on 
the  tens  of  billions  of  dollars  of  costs  associated  with  that  provision. 

Secretary  Shalala.  Well,  as  you  know,  there  are  a  number  of 
reasons  that  we  have  given  for  considering  taking  on  the  retiree 
issue.  We  have  not  finalized  the  proposal,  including  our  concern 
about  these  aging  businesses,  the  older  businesses,  and  the  kind  of 
impact  on  their  economy,  and  particularly  about  the  vulnerability 
of  that  population,  how  that  part  of  the  proposal  will  finally  be 
worked  out. 

I  think  that  the  points  that  you  raise  and  the  thoughtfulness 
with  which  you  have  commented  on  that  issue  will  be  part  of  the 
continuing  discussion  about  what  is  the  appropriate  role  for  the 
Federal  Government,  particularly  for  that  group  of  retirees  and  for 
the  companies  that  they  work  for.  But  they  are  a  particularly  vul- 
nerable population,  and  we  would  be  happy,  when  we  have  more 
time,  to  discuss  that  issue  further. 

Mr.  HOAGLAND.  I  urge  the  administration  to  be  very  conservative 
in  undertaking  additional  obligations  in  that  area. 

Chairman  ROSTENKOWSKI.  Mr.  Andrews  will  inquire. 

Mr.  Andrews.  I  would  like  to  ask  about  two  tax  proposals  that 
the  President  intends  to  make.  The  first  is  tobacco  and  the  second 
is  the  tax  on  corporations,  corporate  tax,  in  the  President's  pro- 
posal. 

First,  I  am  somewhat  dismayed  and  curious  about  your  com- 
ments today  about  tobacco  taxes  and  the  position  of  the  President, 
who  very  strongly  early  in  this  debate  suggested  a  $2  a  pack  in- 
crease. Currently,  1,000  Americans  die  every  day  from  using  to- 
bacco products  and  American  taxpayers  spend  $24  billion  a  year  to 
take  care  of  people  who  get  sick  from  smoking.  I  have  no  doubt 
that  the  President  wanted  to  offset  some  of  these  costs,  and  a  $1 
increase  gets  us  $10  or  $12  billion  a  year  and  leaves  us  halfway 
there. 

I  have  heard  lately  that  the  President  has  suggested  backing  off 
of  the  $2  suggestion,  and  now  we  are  talking  about  a  70-cent  in- 
crease in  taxes  or  maybe  worse.  I  don't  understand  this  and  I  am 
curious  about  your  responses  to  members  who  asked  you  earlier 
about  tobacco. 

We  know  that  it  is  a  price-sensitive  product.  My  legislation 
would  set  aside  a  certain  percentage  for  retraining  and  education 
for  tobacco  farmers  to  help  them.  And  I  understand  your  comments 
about  that.  But  why  would  the  President  and  the  administration 
back  off  of  such  a  strong,  assertive  proposal  initially  about  tobacco 
taxes. 

Secretary  Shalala.  I  was  not  aware  that  we  made  a  proposal,  a 
firm  proposal  earlier  on  in  the  administration,  though  there  clearly 
was  discussion  about  the  proposal. 

I  share  your  views  about  our  need  to  reduce — and  particularly 
from  my  point  of  view  the  number  of  young 

Mr.  Andrews.  What  is  the  proposed  tax  on  tobacco  going  to  be? 

Secretary  Shalala.  I  can't  tell  you  at  this  moment.  We  will  be 
able  to  tell  you  in  2  weeks  when  we  come  out  with  the  proposal. 
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I  don't  expect  it  to  be  $2.  I  think  the  First  Lady  has  indicated  it 
will  be  a  dollar  or  less  when  we  finally  come  up  here. 

It  obviously  does  not  meet  your  high  standard  for  making  the  tax 
high  enough  to  make  a  significant  impact  on  behavior.  We  believe 
that  our  recommendation  will  have  some  impact  on  behavior  if  it 
is  combined  with  an  effort  to  convince  young  people  in  fact  that 
they  ought  not  to  start  smoking;  so  it  won't  only  be  whatever  the 
tax  is,  but  a  combined  effort  through  our  Public  Health  Service  and 
through  other  organizations  to  see  what  we  can  do  to  reduce  the 
number  of  people  who  start  smoking  in  this  country. 

Mr.  Andrews.  Second,  could  you  explain  to  me  the  corporate  tax 
in  the  President's  proposal?  I  am  not  sure  I  quite  understand  that. 
Explain  to  me  exactly  how  corporations  are  going  to  be  taxed,  how 
much  they  are  going  to  be  taxed,  and  what  is  the  rationale  behind 
such  a  tax? 

Secretary  Shalala.  We  are  talking  about  an  assessment  on  cor- 

E orations  on  their  wage  base,  and  I  can't  give  you  the  exact  num- 
er  at  this  time.  For  those  corporations  that  will  be  forming  their 
own  alliances,  that  have  5,000  or  more  employees,  those  resources 
would  be  used  in  particular  for  what  they  would  not  be  paying 
through  their  premiums,  which  this  country  has  a  major  commit- 
ment to;  that  is  the  academic  health  centers  and  the  maintenance 
of  those  academic  health  centers;  and  perhaps,  depending  on  what 
the  resources  are,  the  public  health  initiative  that  has  to  be  very 
much  a  part  of  the  overall  plan.  But  the  academic  health  centers 
represent  a  commitment  to  continue  research;  since  these  things 
are  built  into  the  overall  plan,  we  wanted  to  make  certain 

Mr.  Andrews.  Let  me  be  sure  I  understand.  You  are  saying  that 
you  are  going  to  tax  corporations  and  to  use  that  revenue  to  pay 
for  academic  Teaming  centers? 

Secretary  Shalala.  For  a  pool  of  resources  that  will  be  used  for 
the  major  academic  health  centers  that  do  all  of  the  training. 

Mr.  Andrews.  I  understand  that.  What  is  the  connection  be- 
tween that  tax  and  educational  learning  centers?  I  understand  the 
need.  I  am  not  sure  I  understand  the  connection  between  a  cor- 
poration tax 

Secretary  Shalala.  That  by  forming  their  own  alliance,  basically 
outside  of  the  system,  their  premiums  will  not  share  in  the  costs 
of  this  country's  investment  in  those  places  that  train  the  physi- 
cians and,  in  many  cases,  the  other  kinds  of  health  care  profes- 
sionals. Everybody  who  participates  in  the  premium  will  bear  the 
costs  not  only  of  the  administration  of  the  system,  but  also  of  in- 
vestments in  those  academic  health  centers,  and  therefore  we  are 
identifying  an  assessment — and  I  have  not  used  the  word  "tax" — 
an  assessment  on  the  corporations  that  would  be 

Mr.  Andrews.  But  it  is  a  tax.  It  is  a  tax,  isn't  it? 

Secretary  Shalala.  But  to  be  able  to 

Mr.  Andrews.  Isn't  it  a  tax? 

Secretary  Shalala.  We  are  just  calling  it  an  "assessment." 

Mr.  Andrews.  You  are  calling  it  an  "assessment."  Well,  we  call 
it  in  this  committee  a  "tax,"  since  we  have  to  authorize  it. 

I  am  curious,  how  much  do  you  think  that  increase 

Secretary  Shalala.  The  point  is  that  everyone  has  an  invest- 
ment in  making  certain,  obviously,  that  the  quality  of  health  care 
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professionals  continues  to  improve;  and  therefore,  those  who  are 
going  to  form  alliances,  the  small  groups,  the  corporations  outside 
of  the  new  system,  ought  to  share  in  those  costs. 

Mr.  Andrews.  How  much  will  that  tax  be? 

Secretary  Shalala.  I  can't  tell  you  right  now. 

Mr.  Andrews.  Thank  you. 

Chairman  ROSTENKOWSKI.  Mr.  Stark. 

Mr.  Stark.  Thank  you,  Mr.  Chairman. 

Secretary  Shalala,  I  had  concern  about  the  issue  of  the  California 
CALPERS  system.  It  seems  to  me  that  the  White  House  has  used 
that  many,  many  times  as  an  example  of  the  finest  thing  we  could 
have.  And  as  a  matter  of  fact  in  this  fact  sheet  they  put  out  every 
day,  today  they  say — in  trying  to  defend  themselves  against  the 
idea  that  there  will  be  bureaucracies — they  say  that  the  California 
Public  Employees  Retirement  System  organizes  and  oversees  free 
choice  consumer  responsibility  for  a  market  of  a  million  families. 
They  have  used  it  as  an  example  of  a  good  plan. 

Mr.  Zelman  heads  out  to  California,  and  he  tells  them  that  they 
are  going  to  dissolve  the  CALPERS  system,  and  we  aren't  going  to 
have  it  anymore  because  under  the  plan  as  Magaziner  drew  it,  the 
CALPERS  system  is  going  to  be  dissolved.  Well,  I  have  a  lot  of  un- 
happy California  employees  back  there  when,  on  the  one  hand, 
they  are  kind  of  pumped  up  and  have  been  told  that  this  is  the  so- 
lution to  our  problem,  and  on  the  other  hand,  now,  the  administra- 
tion's chief  wonk  is  going  out  there  and  telling  them  that  it  will  no 
longer  be  necessary,  and  it  will  be  dissolved. 

First  of  all,  do  you  think,  really,  that  that  is  a  good  idea? 

Secretary  Shalala.  Certainly,  I  think  that  it  would  probably  be 
more  accurate  to  describe  us  as  providing  the  opportunity  for  Cali- 
fornia to  reproduce  CALPERS-type  alliances  across  the  State.  The 
point  that  Mr.  Zelman  was  making  is  that  public  employees  will  be 
joining  alliances  and  identifying  choices  of  plans. 

Mr.  Stark.  Through  that,  there  will  be  no  more  CALPERS,  and 
I  guess  what  I  want  to  say  is,  this  will  get  repeated  for  probably 
100  million  people  across  the  country.  And  the  issue  is  why?  What 
good  is  the  alliance  going  to  do?  We  have  a  good  program.  It  is  the 
centerpiece  of  the  administration's  program.  And  why  not  let  it 
alone?  Why  not  let  California  continue  without  an  alliance?  It  es- 
capes me. 

Secretary  Shalala.  You  mean,  why  not  let  California  employees 
avoid  the  alliance? 

Mr.  Stark.  It  is  just  putting  another  layer  of  bureaucracy  on  top. 
There  is  no  bureaucracy  that  is  removed  in  this  plan;  none  is  taken 
away.  They  may  try  to  take  some  of  Health  and  Human  Services 
away,  but  we  aren't  going  to  let  them.  But  aside  from  that,  if 
Magaziner  ever  tells  your  Department  what  is  in  the  plan,  then — 
so  we  could  work  on  it — ^but  the  fact  is  if  you  look  at  the  darn  plan, 
there  is  just  a  new  bureaucracy  created,  maybe  in  every  State.  I 
don't  mean  to  interfere  with  the  messenger  here,  but  when  the 
message  you  have  to  deliver  is  delivered  by  several  other  people  to 
our  constituents — I  mean,  the  good  folks  at  CALPERS  have  felt 
that,  first  of  all,  they  were  being  congratulated  for  doing  a  good  job. 
Now  they  are  told  it  won't  exist.  And  the  truth  is,  if  this  plan  came 
into  existence  as  Magaziner  dreams  it  up,  they  might  not. 
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But  I  just  wonder  if  in  this  issue — I  don't  want  to  see  you  and 
the  brilHant  people  in  your  department,  who  are  health  care  ex- 
perts, the  finest  in  this  country — who,  I  think,  have  been  system- 
atically excluded,  just  as  Members  of  Congress  have,  from  the  de- 
sign of  this  program — ^have  to  go  around  and  explain  things  that 
aren't  going  to  work. 

So  I  want  to  say  by  way  of  thanking  you  for  testifying  today,  that 
it  is  important  that  the  public  know  that  the  Department  of  Health 
and  Human  Services  has  the  finest  staff  in  the  world  in  terms  of 
health  care  experts,  and  that  oftentimes  there  are  conflicting  sig- 
nals that  come  out  of  temporary  task  forces. 

I  don't  mean  in  any  sense  to  put  you  at  odds  with  the  adminis- 
tration. But  I  do  hope  that  they  will  soon  turn  this  complicated 
matter  over  to  people  in  your  department  who  understand  it  and 
have  experience  in  health  care,  and  we  can  get  back  to  the  relation- 
ship we  have  had  with  your  department  over  the  past  20  years, 
that  have  been  so  fruitful.  And  with  that,  I  just  want  to  thank  you 
again  for  being  so  patient  with  myself  and  all  my  colleagues  today. 

Secretary  Shalala.  Congressman  Stark,  I  have  immense  pa- 
tience on  an  issue  that  is  of  great  concern.  And  I  do  want  to  put 
it  on  the  record  that  I  respectfully  disagree  with  your  conclusion, 
both  about  the  participation  of  my  department  as  well  as  your  com- 
ments about  my  colleague,  Mr.  Magaziner. 

I  have  enormous  respect  for  your  expertise  in  this  area,  but  I 
want  you  to  know  that  we  are  committed  to  the  President's  pro- 
posal; that  we  come  up  here  not  thinking  that  we  have  it  perfect, 
but  with  enormous  humility  and  a  willingness  to  listen  to  people — 
you,  in  particular,  who  have  enormous  expertise  and  experience  on 
this — so  that  we  can  get  it  right.  Because  at  the  end  of  this  process, 
as  you  have  so  well  said,  and  as  the  chairman  has  so  eloquently 
repeated,  the  American  people  expect  from  us  a  health  care  plan 
second  to  none;  and  I  look  forward  to  working  with  you  as  well  as 
to  your  distinguished  Chairman  on  that  effort. 

Chairman  ROSTENKOWSKI.  Madam  Secretary,  you  have  noted 
through  all  the  questioning  that  members  here  are  waiting  for  the 
bill  to  be  presented  to  us  so  that  we  can  look  at  it.  I  think  that 
I  have  been  Chairman  here  for  a  few  years  now,  and  I  have  worked 
with  various  administrations.  We  don't  really  flesh  people  out  until 
we  see  exactly  what  the  bill  contains  and  how  it  adversely  affects 
groups.  I  mean,  people  who  will  have  a  modification  in  the  way 
they  are  doing  business  will  sit  back  and  say,  great;  but  people  who 
are  adversely  affected  will  be  out  screaming  like  heck  and  working 
that  hall  pretty  hard. 

We  haven't  been  successful  here  on  Capitol  Hill.  We  have  been 
talking  about  health  care.  We  have  been  talking  about  the  possibil- 
ity of  creating  legislation  that  is  going  to  solve  the  biggest  problem 
that  we  have  in  this  country.  And  so  I  have  been  patient  and  ad- 
mired the  commitment  that  this  administration  has  put  forth  on 
this  issue.  The  President  could  have  sat  on  the  sidelines,  as  well 
as  Mrs.  Clinton,  and  said,  oh,  well,  let's  play  trump  here,  it  doesn't 
make  that  much  difference.  But  the  administration  is  willing  to 
take  on  this  tremendous  problem.  And  up  until  this  point,  I  had 
been  watching  a  lot  of  dreams  vanish. 
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We  are  going  to  go  through  some  very  troubled  negotiations  here. 
And  that  is  how  it  should  be.  But  I  do  think  that  there  are  some 
answers  that  you  cannot  give — and  we  really  don't  know  how  to 
ask  because  we  don't  know  what  is  in  the  legislation. 

I  know  that  I  am  up  making  speeches  on  health;  and  when  I  get 
a  tough  one,  I  just  say,  I  haven't  seen  the  bill  yet  and  you  had  bet- 
ter sit  down  and  look  at  your  shoes  and  stick  your  lower  lip  out. 
I  am  not  part  of  the  operation.  Well,  we  are  all  going  to  be  a  part 
of  the  operation  in  the  next  2  weeks.  I  just  hope,  and  I  think  that 
it  is  more  important  that  there  be  as  little  blue  smoke  and  mirrors 
as  possible. 

I  was  impressed  with  the  President  and  Mrs.  Clinton  when  we 
were  at  the  White  House  the  day  that  the  President  made  his 
speech,  when  he  talked  about  scrubbing  the  numbers,  because  we 
have  for  a  long  period  of  time  had  people  sitting  in  that  witness 
chair  giving  us  numbers  that  just  didn't  work  out. 

And  so  we  will  start  going  through  testimony,  putting  people  to- 
gether that  I  think  want  to  make  a  contribution.  I  have  told  the 
subcommittee  chairmen  that  in  most  instances  it  will  work  through 
the  subcommittees.  But  when  there  comes  a  point  in  time  where 
I  think  that  every  member  on  this  committee  is  entitled  to  hear  the 
dialog  or  enter  into  the  discussion  with  the  others,  I  will  have  it 
in  the  full  committee.  It  is  not  a  bad  idea  that  Mrs.  Johnson  came 
up  with  regarding  an  executive  session,  although  I  think  we  would 
get  a  lot  more  done  with  an  executive  session  with  the  Department 
members  down  there  and  the  Members  up  here. 

As  we  know.  Republicans  are  a  minority,  but  I  think  they  want 
to  cooperate  with  us.  Frankly,  politically,  I  don't  see  how  they  can 
stand  on  the  sidelines.  This  is  too  important  an  issue.  But  we  all 
know,  every  individual  American  wants  this  solved.  You  have  been 
in  that  chair  now  for  3  hours.  I  appreciate  your  commitment  and 
this  administration's  commitment.  I  just  want  you  to  understand 
that  those  of  us  on  this  committee  where  our  jurisdiction  is  prevail- 
ing, you  will  see  us  trying  to  cooperate  and  work  hard.  And  I  think 
that  Mr.  Stark  is  right.  We  don't  want  to  write  bad  law  up  here. 
We  want  to  write  good  law,  but  we  also  want  to  solve  the  problems. 

I  also  think  Mr.  McNulty  made  a  valid  point.  We  have  to  tell  the 
American  people  that  there  is  going  to  be  a  little  pain  in  this  and 
that  if  we  want  to  solve  the  problems,  they  are  going  to  have  to 
take  a  bitter  pill  every  once  in  a  while.  But  ultimately,  if  we  don't 
solve  the  problem  and  stay  with  the  status  quo,  we  have  just  de- 
stroyed ourselves. 

And  so  I  think  that  this  is  the  beginning.  When  we  get  the  bill, 
we  really  will  start  seeing  people  for  what  they  really  are.  I  just 
hope  that  we  can  have  you  back  and  that  you  will  feel  as  openly 
as  we  do  about  trying  to  stamp  together  legislation  that  will  really 
solve  our  problems,  because  I  just  cannot  see  us  continuing  in  the 
manner  in  which  we  have  been  working  in  the  health  area. 

Thank  you  very  much. 

The  committee  stands  adjourned. 

[Whereupon,  at  5:04  p.m.,  the  hearing  was  adjourned.] 
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